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Gan this issue for future reference. 
An index of reports in this and all previous 
issues of this volume will be found at the end 
of this issue.) 
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COMMENTS ON OUR SERVICE 


From Frederic S. Withington, F. A. I. A., Con- 
sulting Actuary, Des Moines, Ia.: 

“T have read from time to time, with much interest 
and profit, your very full and comprehensive review 
of the reports of the examinations of various com- 
panies by the insurance departments. 

“Your methods of presenting these reports de- 


serve, in my opinion, especial commendation, as 
they set forth most clearly the essential and impor- 
tant matters treated in these examinations.” 





EDITORIAL SECTION 














MID-YEAR RESULTS 
1921 
JANUARY to JUNE 30 


We print on pages 44 and 45 of this issue a 
tabulation of returns made by companies in re- 
sponse to our request for data as to business written 
during the six months ending June 30. 

While the figures speak for themselves it is al- 
most remarkable that the companies show such a 
large amount of new business written. Notwith- 
standing the business depression the companies on 
the average have written about 85 per cent as much 
new business during the six months ending June 
30, 1921, as was written during the same period in 
1920 which was a record year. 


The gain in insurance in force, however, shows 
that the terminations in 1921 are considerably 
higher than in 1920, a result generally expected but 
nevertheless regretable. The shutting down of so 
many industrial plants and the consequent lapsing 
of large amounts of “group” insurance was no small 
factor in causing this increase in lapses. 

The outlook for the companies as a whole is en- 
couraging, surplus has been increased and the cost 


of obtaining new business is on a more economical 
basis. 


The “Congress of Life Underwriters,” and the 
special technical training now given insurance so- 
licitors, including as it does the plan of fit-the- 
policy-to-the-man, have had much to do with mak- 
ing it possible to sell life insurance even in these 
times. 

While the old fashioned haphazard plan of selling 
life insurance is passing it would seem to appear 
that not enough attention is yet paid to the con- 
servation of business. Changed conditions of the 
policyholder often necessitate a change in his policy 

(Continued on next page) 
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MID-YEAR RESULTS—Continued. 


(many times radical changes) if he is to keep his 
insurance in force. The meeting of such conditions 
are problems that may not be solved by any set rule. 
Such phases of the business belong to the conserva- 
tion department but must be handled through the 
agents. The agency director who can secure the 
real effort of his agent to “fit the policy to his pros- 
pect” and periodically see to it that the fit remains 
perfect and if not make it so, goes a long way in 
saving life insurance waste. 

One of the outstanding occurrences of 1921 is the 
action taken by the Phoenix Mutual in putting out 


policies on the 314 per cent reserve basis in regard 
to which the company states: 


THREE AND ONE-HALF PER CENT RESERVE 


“At the beginning of the present century, most of our 
eastern companies went on to a 3 per cent basis, the 
reason for this being that interest rates had dropped to 
a lower point than had been experienced before, and 
the fear of a still further drop made it seem prudent to 
assume a lower rate in our reserves. 

“However, it is a well known fact that interest rates 
did not decline appreciably, and the experience of this 
Company has been such that in every year since that 
time we have been able to distribute surplus on the basis 
of an interest return of 4% per cent or better. 

“Now interest rates have jumped to a point not reached 
since 1870 and there seems to be no possibility that they 
will fall lower than they were in 1900. We, therefore, 
feel that the Phoenix Mutual can with safety give to 
those applicants who desire it the benefit of a policy 
based on a 3% per cent reserve. We are in no way with- 
drawing from the field the 3 per cent contracts, but we 
are offering, in addition to these policies, certain plans on 
which the net premiums and reserves are based on a 
3% per cent interest rate. This will mean that the 
gross premium at the outset will be materially smaller 
and that during the earlier years of the contract the net 
cost will be somewhat less. 


These policies will be analyzed in a subsequent 
issue of Best’s Insurance News. 

Several other companies during the first six 
months of 1921 have put out new policy contracts or 
changed policy conditions, particularly as to disa- 
bility benefits, etc. Space does not allow a detailed 
reference to these changes in this issue, therefore, 


we defer comments thereon until the September 
issue. 





FEMALE RISKS 


Dr. Carl Stutsman (Medical Director of the Mer- 
chants Life Insurance Company, Des Moines, Iowa) 
read an interesting paper, on “Female Risks”, at the 
Eleventh Annual Meeting (held March 16-18, 1921) 
of the Medical Section of the American Life Con- 
vention. 

The subject was treated in quite an original vein 
and provoked more or less discussion. The follow- 
ing being extracts: 





“Life insurance rates have been built up on the basis 
of the mortality experience with adult male lives. Inq 
consideration of the insurability of adult female lives 
then, the applicability of male tables became a question 
of first inquiry, leading directly to the question of the 
comparative mortality of the two sexes. Generations of 
underwriters have given the question careful delibera. 
tion and all the best sources of information have no 
doubt been pretty well canvassed. However, the can. 
vass does not seem to have produced such a crystalliza- 
tion of opinion as to result in a satisfactory uniformity 
of action. This observation is advanced as an apology 
or a defense of my presentation of the subject at this 
time for discussion in this convention. 


“We may accept as well established the following pro- 
positions: 


1. “Census returns indicate that in the general popula- 
tion the female shows a greater tenacity of life and, 


therefore, a greater longevity than does the male. 


2. “Women annuitants live longer than men annuitants. 


3. “Women whose lives have been insured for more 
than nominal amounts, on the other hand, have shown 
a lesser tenacity of life and a lesser longevity than have 
men of the same class. 


“Always, I believe, have these propositions been dem- 
onstrated, at all times and in all countries where they 
were capable of proper demonstration at all. 

“Why do insured women make this unsatisfactory 


showing? The common explanation, familiar to you, 
may be set down as 





First. “They are exposed to the extra hazard of the 
childbearing function. This extra hazard is real, of 
course. But a glance at the “Commoner Causes of Death" 
in the Medico-Actuarial Investigation reveals that * * * 
diseases (peculiar to the sex) produced a mortality of 
approximately only 5 per 10,000 exposed. This mortal- 
ity just balances the extra mortality experienced by men 
from accident and suicide alone. 

Second. “Women applicants cannot be or are not sub- 
jected to as careful examination as men, notably as re- 
lates to the thorax. The thorax is not usually bared and 
gross lesions of the heart or lungs are overlooked. Re- 
ference again to the “Commoner Causes of Death” re- 
veals that, as relates to heart disease, the results in the 
two sexes are almost identical—the slight variation be- 
ing in favor of the women; and respiratory diseases make 
a showing only slightly adverse to them. These factors 
should not be dismi8sed from consideration, but they fail 
to convince us of being of paramount importance. 

Third. “Speculation or selection against the company. 


“Experience teaches that female lives have lent them- 
selves to speculation in life insurance contracts to a 
greater degree than have male lives. The opinion pre- 
vails that fair woman, to whom we owe all that is best 
in us, has drawn her chair up to the table, given us “cards 
and spades” and beat us at our own game. She may 
have been ignorant of the rules and regulations of the 
game as we play it, but she has had an uncanny knowl- 
edge of us, and with instinct and intuition as her guides 
has, day in and day out, acquired more than her fair 
share of the blue chips. Among ourselves we have been 
ungallant enough to whisper that she has an inclination 
toward unfair play; or, not to put too fine a point on it, 
that sometimes she cheats. As a result, some of us re- 
fuse utterly to‘sit in the game with her; some of us pro- 
fess a willingness to pay, but like to dodge and duck 
when we see her coming; others have taken the pains to 
study her peculiar style of play, have been on the alert 
for any irregularities and have met her upon every pos- 
sible occasion. These of us have probably good and suffi- 
cient reasons for satisfaction with the results. 


“It is not uncommon to hear company officials say 
that their experience with women has been unfavorable; 
but seldom are they in a position to say that a close 
analysis of the business on their own books reveals the 
reason why. One of the chief aims of this paper is to 
emphasize an accepted belief, which has previously and 
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often been better proclaimed before, which runs to the 
effect that such unfavorable results as companies have 
experienced with their women lives have been due in the 
very greatest degree to adverse selection. I cannot re- 
frain from adducing at least one piece of evidence in 
support of this proposition and I shall take it from the 
Medico-Actuarial Report which contains the most con- 
vineing information which we have on the whole subject 


“Speculative risks should be expected to and they do, 
as a rule, choose the cheaper forms of policies; and they 
should and do show a large mortality experience in the 
early policy years. The less the insurable interest of the 
beneficiaries in any group, the greater, we should expect, 
would be the mortality. Therefore, a study of the fol- 
lowing tables should be of interest. As you know, in 
this investigation a study was made of a very large group 
of insured female lives, in round numbers 400,000 with 
over 15,000 deaths. The mortality results for the whole 
group are expressed as follows: 


Err errr ere eer err ere roc TT Ta 81 
WED GRE GIVOTOES «occ ce vin cb ae twedcimge ces ccew’s 105 
Married women, beneficiary other than husband.. 114 
Married women, beneficiary husband.............. 126 


“The mortality as affected by plan of insurance chosen 
is shown as follows: 

Limited En- 

Ord. Pay- dow- 

Life ment ment 


I eis tas ics arin druihgtaoraiuehaere » 107 SO 76 
po ee | ere are 114 94 99 
Married women beneficiary other than 

EL, <-aiare se aco Spare hile’ siaie vie ere eteatre: 126 111 99 
Married women, beneficiary husband... 140 23 114 


“Note that the smaller the premium, the greater is the 
mortality experienced 

“The mortality for the first two policy years is shown 
below: 
“pinsters , iz 
I Sen IONE a 6.6. 0:5. 0:m- 9-0 Sate dice gag ce are ea e-aes 106 
Married, beneficiary other than husband 
Married, beneficiary husband 

“In these groups the beneficiary is not shown except as 
regards he married Woman, and you will note that these 
women, who make husband beneficiary, make the worst 
showing of all We think we are justified in drawing 
from this showing the following inferences: 


1. “That the group taken as a whoie shows that women 
manifest a superior ability in adverse selection. 


9 


2. “That spinsters are less given to speculation even 
than men. 


a 


3. “That widows and divorced women are about on a 
par with men. 

4. “That married women as insurance risks present us 
a genuine sporting proposition. This is pre-eminently 
true of the married women with husband beneficiary; and 
I want to call your attention to the fact that these tables 
demonstrate to my mind, with almost the nicety of a 
problem in geometry, that the female pelvic organs are a 
minimum factor in producing excess mortality and specu- 
lation is the maximum factor. In passing, it might also 
be well to note another fact that is demonstrated by 
these tables, namely, that the experience with any 
group of insured women will be markedly influenced by 
the number of spinsters which it contains. 


“These tables do not deal with the financial status of 
the applicants nor the amounts of insurance applied for, 
which should be important factors bearing upon the 
question of speculation. ; 


“As to the amount; at just what point speculation be- 
comes a prime factor therefore, I cannot adduce concrete 
evidence. Some fraternals, which accept women just as 
freely as men for amounts of $1,000 and under, have 
experienced an equal mortality as regards both sexes. 
The Prudential and Metropolitan, after a tabulation of 
their $500 policies written in the industrial class, found 





a like condition. This is just exactly what we ought to 


expect. The married woman in the industrial class is a 
financial asset, often a wage earner herself, and the 
household suffers a dollar loss in excess of the amount of 
insurance when she sickens and dies. This, after all, is 
the acid test: “What is the value to the beneficiary in 
dollars and cents of the life which it is proposed to 
insure?” Our finer sensibilities revolt at this view of 
the question, but it is a view that insurance companies 
have paid for and they have a clear title to it. All com- 
panies, I believe, limit rather severely the amount they 
will accept upon a female life. This severity undoubtedly 
does an injustice to the spinster, but this is commonly 
disregarded in our desire for regulations which shall be 
comprehensive and homogeneous. 


“It would seem of the greatest importance that we 
should keep in mind the basic reason for limitation of 
amount—the discouragement of. speculation. Woman, 
per se, is a superior and not an inferior risk. If then 
we think we have defeated her tendency to speculation 
by limiting her to a given amount, it is illogical to ac- 
cept her for a much larger amount with the consoling 
thought that our reinsuring connections will assume the 
excess. If she is a speculation for the entire amount ap- 
plied for, she is equally so for the amount of our reten- 
tion. Common prudence should dictate that we should 
not accept any part of a risk, all of which we would not 
assume if our limit were high enough.” 


The volume “Mortality Statistics, 1919” published 
by the Bureau of the Census contains more or less 
instructive side lights on the pronounced longevity 
of women as compared with men especially so far 
as the deaths in the year 1919 are concerned. 

This authority states the total deaths (exclusive 
of stillbirths) in the registration (exclusive of 
Hawaii) was 1,096,436 or 579,888 males and 516,548 
females. 

These figures segregated by ages and sex show: 


MORTALITY STATISTICS, 1919 


EXTRACTS 
Total White Colored 

(M) (F) (M) (F) (M) (F) 
All deaths...579,888 516,548—511,811 450,183=68,077 66,365 
Under 5 yrs..127,772 102,041=110,841 87,903=16,931 14,158 
Ages 20-24.. 21,515 24,738= 17,147 19,278= 4,368 5,460 
Ages 25-29... 25,091 28,161= 21,122 22,929= 3,969 5,232 
Ages 30-3 27,095 25,367= 23,305 21,238= 3,790 4,129 
Ages 40-44... 26,441 21,755= 22,662 18,011= 3,779 3,744 
Ages 45-49.. 29,726 22,686— 25,341 19,208= 4,385 3,481 
Ages 55-59.. 32,781 26,209= 30,043 23,747= 2,738 2,462 
Ages 80-84... 22,42: 24,873= 21,181 23,599= 1,242 1,274 
Ages 95-99.. 945 1,342= 767 1124= 178 218 
Over 100 yrs. 339 555= 129 205= 210 350 
Unknown ages 1,413 931= 964 534— 449 297 


The demand for insurance by women is increas- 
ing daily, and in our opinion such demand is not 
fully appreciated by life insurance executives. 

Undoubtedly the want of an insurance average 
has been the underlying cause of many errors of 
judgment in regard to female risks, almost, if not 
quite, to the extent of a pronounced prejudice 
against them. 

Many so called women departments write more 
insurance on men, than on women, which suggests 
that such departments also apparently, miss certain 
points necessary to the complete development of 
that branch of the business. 
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ODDS AND ENDS 


SELL LIFE INSURANCE; Not Statistics, 
says I. H. Offner in “Provident Notes.” 
He is right. 


Utilize statistics for ideas and suggestions rather 
than for competitive purposes. 
For instance: 


The total population of California in 1920, as pub- 
lished by the Bureau of the Census, was 3,426,861 
and the total value of all crops (year of 1919) was 
$587,600,591, as follows: 


MINE se hs WIR las SROewacaeielaeies $108,570,469 
Other grains and seeds Vie dae det ved 38,349,277 
es cde rie one ke nny Oe 96,121,846 
a i le ted Gutleg w God pth inet 47,377,921 
SPENT ONT NUREDS e3s sic! case ewe ele W <telare 270,910,698 
Se NO ev cia eG thd tie Se Oe'e eX 26,270,380 

I Nd ala ah lay vine hk ai niet Arde $587 ,600,591 


The life insurance in force on residents of Cali- 
fornia, December 31, 1919, was: Ordinary, $946,- 
486,896.62; industrial, $122,756,242.00; total, $1,- 
069,243,138.62, for which premiums of $36,931,027.77 
were paid, or a little more than $10 per capita and 
only about 6 per cent of the total value of the 1919 
crops. 

The amount paid by the companies for “losses 
and claims” in that year, in addition to premium 
refunds and credits to the “reserves” for policy- 
holders, amounted to $14,470,329.53. 

Yes! sell life insurance and let statistics help you 
convince your prospect that it takes only a small 
percentage of his output to become fully and prop- 
erly insured. 


OPPORTUNITY 


They do me wrong who say I come no more 
When once I knocked and fail to find you in; 
For every day I stand outside your door, 
And bid you wake and rise to fight and win. 
Wail not for precious chances passed away, 
Weep not for golden ages on the wane; 
Each night I burn the records of the day, 
At sunrise every soul is born again. 

Laugh like a boy at splendors that have sped, 
To vanished joys be blind, deaf and dumb; 
My judgments seal the dead past with its dead, 

But never bind a moment yet to come. 
Though deep in mire, wring not your hands and weep, 
I lend my arm to all who say, ‘‘I can.’’ 
No shamefaced outcast ever sank so deep 
But he might rise and be again a man. 
—MALONE. 


HOME OFFICE WORK ON INCOME TAXES 
(From The Intelligencer, published by Metropolitan Life) 

In connection with the payment of income taxes by cor- 
porations and individuals, resident and non-resident, to the 
United States Government, the various State governments, 
the Dominion of Canada and in several Provinces, a great 
deal of work is involved in the Metropolitan Home Office. 
The United States Government and the Canadian Govern- 
ment require returns as to amounts paid to individuals for 
services on which income taxes must be paid; also amounts 
paid to non-residents both by nations and by States. The 








vein 


Company must withhold the amount of the income tax of 
non-residents of some States and in some cases information 
must be furnished where actual withholding of the amount 
of tax is not required. 

Altogether many thousands of individual cards have to be 
kept for filing and record purposes. The Field Force may 
be interested in seeing the list of such income tax returns as 
the Company is required to file: 

U. S. A., Corporation Income Tax with which is included 
Excess Profits Tax. 

wo. = oa Capital Stock Tax. 

VU. Information at the Source (involves filing 18,000 
individual ‘cards. ) 

S. A., Monthly Tax on Issue. 

New York State, Information at the Source. (About 
7,000 cards.) 

New York State, Return of Tax Withheld from Non- 
residents. 

Canada, Information at the Source. 
viduals for service.) 

Canada, Capital Stock Return. 

Canada, Information at the Source. 
individuals for services, 
toria and other cities.) 

Canada, Return of Tax withheld from non-residents work- 
ing in Canada. (On advice of General Attorney not being 
made.) 

West Virginia, Corporation Income Tax. 

Montana, Corpofation Income Tax. 

North Carolina, Information at the Source. 

Texas, Franchise Tax. (On account of Texas invest- 
ments taken from Pittsburgh Life.) 

Massachusetts, Information at the Source. 
salaries, annuities, interest, dividends.) 

Massachusetts, War.Bonus Tax. (If re-enacted for 1921.) 

Alabama, Information at the Source. (Has been de- 
clared unconstitutional.) 

Nova Scotia, Information at the Source. 
but return not being required.) 

Wisconsin, Information at the Source. (No statutory 
requirement; information requested by local collectors.) 

British Columbia, Information at the Source. (Payments 
to individuals for services in Provinces.) 


(Payments to indi- 


(Local payments to 
Toronto, Vancouver, Regina, Vic- 


(900 cards— 


(Law in effect 


AMERICAN LIFE CONVENTION 
Secretary Announces Convention Program 

Announcement of tentative program for the 16th Annual 
Meeting of the American Life Convention, to be held in 
Indianapolis, Indiana, October Sth, 6th and 7th, 1921. 

Legal Section—October 3rd and 4th. 
Headquarters, Claypool Hotel 
WEDNESDAY, OCTOBER 5th 

Addresses of Welcome by Governor of Indiana, Mayor of 
Indianapolis and Insurance Commissioner with Re- 
sponse by a member of the Convention. 

Annual Address of the President—Mr. Charles G. Taylor, 
Vice-president and Actuary, Atlantic 

o., Richmond, Va. 

Address-Mr. Charles Jerome Edwards, 
Life Assurance Society. Brooklyn, N. Y. 

“The Part Time Agent—His Place in the Business”’—Mr. 
R. W. Stevens, Vice-president Illinois Life Insurance 
Co., Chicago, Ill. 

“Reciprocal and Retaliatory Laws—Why and When’’— 
Mr. Francis V. Keesling, Vice-president and Counsel, 
West Coast Life Insurance Co., San Francisco, Cal. 

Evening—Executive Session. 

THURSDAY, OCTOBER 6th 


Address by a distinguished citizen of the United States 
whose name will be announced later. 


Life Insurance 


Manager Equitable 
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“The Actuary’s Function in Drafting the Life Insurance 
Contract’—Mr. Lawrence M. Cathles, Vice-president 
and Actuary, Southland Life Insurance Co., Dallas. 

Address by a leading actuary on a topic to be announced 
later. 

“Policy Loans’—Mr. J. B. Reynolds, President Kansas 
City Life, Kansas City, Mo. 

Address by one of the strongest financiers of the country, 
name and title to be announced later. 

Round Table Discussion—Mr. H. B. Arnold, Vice-president 
and Counsel Midland Mutual Life Insurance Co., 
Columbus, Ohio, presiding. 

“Relations Between Companies and Public Officials’—Mr. 
Henry F. Tyrrell, Northwestern Mutual Life Insur- 
ance Company, Milwaukee, Wis. 

“The Problems of Insurance on Under-Average Lives”— 
Mr. Charles H. Beckett, Actuary State Life Insurance 
Co., Indianapolis, Ind. 

“Additional Accidental Death Benefit’—Mr. W. N. Bagley, 
Assistant Actuary Travelers Insurance Company, Hart- 
ford, Conn. 

“Farm Mortgages vs. City Mortgages’—Mr. A. F. Moore, 
Secretary Michigan Mutual Life Insurance Co., Detroit, 
Mich. 

“Practices as to Notifying Applicants for Life Insurance 
of Rejection or Postponement”—Mr. O. J. Arnold, Sec- 
retary Illinois Life, Chicago, Ill. 

FRIDAY, OCTOBER 7th 

Closing session at which there will be probably but one ad- 
dress by a representative business man followed by the 
business session. 

The regular printed program will be issued and distributed 
soon after the first of September. 
The Legal Section program will be supplied later. 


THE JOHN J. D. BRISTOL AGENCY 
WINS CONSERVATION PRIZE 

This great metropolitan agency (General Agents, North- 
western Mutual Life Insurance Company, Wis.), has been 
awarded the “President Van Dyke Cup” for the conserva- 
tion of life insurance. 

This cup is a prize awarded to the general agent of this 
company showing the lowest percentage in lapses and the 
highest percentage of new insurance written on the lives 
of persons who were already policyholders of the company 
when such new insurance was written. 

This compliment to Mr. Bristol’s staff is highly signifi- 
cant especially at this time when New York has been con- 
sidered one of the hardest hit cities in breasting the business 
and financial depression through which the world has been 
passing. 


ATTENTION OF SUBSCRIBERS 


The Library of Congress, Washington, D. C. is 
desirous of obtaining Best’s Life Insurance News, 
Volume XIV, Nos. 5, 6 and 7, or the issues of Oc- 
tober, 1919, November, 1919 and December, 1919. 

The demand for these issues has been so great 


that our supply is entirely exhausted. At the re- 
quest of the Librarian of Congress we are making 
this announcement in the hope that it will reach the 





eyes of some subscriber who will part with his 
copies of said issues. 
Kindly communicate with us. 


BEST’S LIFE INSURANCE REPORTS 
(1921) 


This standard reference book is printed and all 
arrangements have been made for expediting deliv- 
eries. 


We are very grateful to our subscribers for their 
consideration in making the best of an unfortunate 
situation caused by the printers strike. While the 
delay in publication is no fault of our own we as- 
sume all responsibility for standing by the em- 
ployers. 

Notwithstanding the strike this volume would 
have been delivered at an earlier date had not un- 
pardonable happenings occurred immediately pre- 
ceding the closing down of our printing plant when 
certain original copy mysteriously disappeared, the 
loss of which was not immediately discovered. 

This loss of copy required the reproduction of 
the Canadian section and a part of the United 
States section. 

We greatly appreciate the co-operation of com- 
pany officials, so uniformly extended, without which 
we could not present such complete reports. 

This 1921 edition comprises 967 pages (exclusive 
of the preface of XXXVI pages) and contains most 
carefully prepared reports upon and references to 
747 life insurance institutions, legal reserve com- 
panies, fraternal societies and assessment associa- 
tions. 

The value of this volume is self-evident not only 
because of its completeness but because it contains 
in a very compact space the essential data on life 
insurance institutions included in the Annual Re- 
ports issued by the Insurance Departments of 48 
States, the Dominion of Canada and its several 
provinces. 

It is fully up to our established standard, is 
printed on opaque “bible” paper and is bound at- 
tractively in flexible leather. 


It was never more useful than now. 


INFORMATION 


The Hon. John C. Bond, Auditor and Ex-officio Insur- 
ance Commissioner, has forwarded us a copy of a commu- 
nication dated August 1, 1921, addressed to George J. 
Thompson, Alderson, W. Va., copy of which appears be- 
low and which is self-explanatory: . 


“Mr. Dickinson of Logan, W. Va., called at this office 
July 30th, and talked with me as to whether or not a life 
insurance company could guarantee dividends and I in- 
formed him that they could not. That the most that any 
agent of a life insurance company would be authorized to 
state to an applicant for insurance, would be to call the 
attention of the prospect to the experience of the company 
during a number of years and to state in his opinion that 
this experience would warrant their paying certain divi- 
dends in the future. The policy under our law is the entire 
contract between the insured and the company and any 
promises or guarantees concerning dividends could only be 
those that are stated in the policy of the company.” 








38 BEST’S INSURANCE NEWS (Life Edition) 








August 1, 192] 











LATEST INSURANCE DECISIONS DISCUSSED 
By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 








BENEFICIARY HAS NO VESTED INTEREST IN 
POLICY GIVING RIGHT TO CHANGE 

This was an action by the appellant, Bronson against the 
Northwestern Mutual Life Insurance Company, to recover 
upon a policy of life insurance issued by the appellee com- 
pany on the life of the appellant’s husband. The complaint 
alleged and the court found that in October, 1907, the ap- 
pellee company issued to the assured the policy of insur- 
ance for $1,000 sued on; that the premiums were regularly 
paid until October, 1915, at which time the last quarterly 
payment was made. In April, 1915, the assured, for the 
purpose of obtaining a loan from the insurance company 
on the security of the policy, requested the company to 
change the beneficiary therein named from the appellant 
to the executors, administrators and assigns of the assured. 
The company made the change requested, as a provision 
in the policy gave the assured the right to change the 
beneficiary at will. 

In May, 1915, the insurance company loaned to the as- 
sured $150 at 5 per cent interest, taking what purported to 
be a written assignment of the policy to secure the loan, 
such assignment being signed by the assured only. Imme- 
diately thereafter, at the request of the assured, the bene- 
ficiary was changed back to the appellant, but it was ex- 
pressly stated upon the face of the policy that the change 
was made subject to and without prejudice to the aforesaid 
assignment of the policy. The sole purpose of making such 
assignment was to effect a temporary and colorable change 
in such beneficiary in order to obtain the loan, which fact 
appellee knew, and also knew that such loan could not be 


obtained so long as appellant was named as beneficiary in 
the policy. 


The cause was tried by the Court without a jury and the 
Court found the facts and stated its conclusions of law 
therefrom. On appeal, the question of the beneficiary's in- 
terest in the policy arose and the Appellate Court of In- 
diana, in passing on it, said: 

“Appellant contends that the court erred in sustaining 
the demurrer to the first paragraph of complaint. The 
theory of this paragraph of complaint is clearly that the 
change of beneficiary and of the loan made to the in- 
sured after such change was invalid. Appellant con- 
tends that the beneficiary in a life insurance policy has 
a vested interest therein which cannot be prejudiced, in- 
cumbered, or assigned by the insured, citing a long list 
of authorities. But appellant's contention cannot be sus- 
tained. In the policy in suit there was a right reserved 
by the insured to change the beneficiary. It is the rule, 
where no power of disposition is reserved in the insured 
in an ordinary life insurance policy, the beneficiary, upon 
the issuance and acceptance of the policy, acquires a 
vested right which cannot be impaired without the bene 
ficiary’s consent. But, where by the terms of the policy 
the right is reserved by the insured to change the bene- 
ficiary at will, then the original beneficiary acquires only 
a defeasible vested interest in the policy, a mere expect- 
ancy, until after the death of the insured. Burnett v. 


Mutual Life Ins. Co., 66 Ind. App. 280, 114 N. E. 232; 
Mutual Life Ins. Co. v. Guller, 119 N. E. 173; Ind. I. L. 
Co. v. McGinnis, 180 Ind. 9, 101 N. E. 289, 45 L. R. A. 
(N. S.) 192; Isgrigg, Ex’r v. Schooley, 125 N. E. 151. 


As it appears that in the change of beneficiary in this 

case there was a strict compliance with the conditions 

of the policy, it was not error to sustain the demurrer to 

the first paragraph of complaint.” 

Bronson vs. Northwestern Mutual Life Ins. Co. 129 N. E. 
Rep. 636. 








REPORTS UPON COMPANIES AND ASSOCIATIONS 








AMERICAN LIFE INSURANCE CO., 
DETROIT, MICH. 
Successor to Northern Assurance 
This company, formerly the 
ern Assurance Company, 
igan, begins business. 
Under its new title this company as- 
sumes the entire prestige of the North- 
ern Assurance Company and the Amer- 
ican Life Insurance Company of Des 
Moines, Ia., as of August 1, 1921. 


Co. 
North- 
Detroit, Mich- 


ait 
BUREAU OF WAR RISK INSURANCE 
Reinstatement Extended 
Insurance. 

Reinstatement of term insurance, or 
reinstatement and conversion of term 
insurance, after separation from the 
active service. 

By virtue of the authority conferred 
in Section 13 of the War Risk Insur- 
ance Act, the following regulation is 
issued relative to the payment of pre- 
miums, and to the reinstatement and 
-onversion of yearly renewable term 





insurance granted under the provisions 
of the War Risk Insurance Act, and 
applicable after separation from the 
active military or naval service, for 
reasons not precluding the continua- 
tion of term insurance under Section 
29, of the War Risk Insurance Act. 


Due Date of Premiums. 


1. When any person insured under 
the provisions of the War Risk Insur- 
ance Act leaves the active military or 
naval service, the monthly premium 
which, had he remained in the service, 
would have been payable on the last 
day of the calendar month in which he 
was discharged will be due and payable 
on the first day of the calendar month 
following the date of his discharge, and 
thereafter monthly premiums shall be 
due and payable on the first day of each 
calendar month. 


What Month Premium Pays For. 


The monthly premium so due and 
payable on the first day of the calen- 
dar month shall be deemed to carry 





such insurance for the then current 
calendar month. 


When Insurance Lapses—Grace Period. 


The premiums due and payable on 
the first day of any calendar month 
may, however, be paid thereafter at 
any time within thirty-one (31) days, 
including the first day of said month, 
which shall constitute a grace period 
for the payment of such premium. 
During such grace period the insur- 
ance shall remain in force, but the un- 
paid premiums shall be deducted from 
any settlement under the insurance on 
account of any claims arising during 
such grace period. 


Premiums Required to Reinstate 
Term Insurance. 
2. In every case where reinstate- 


ment, in whole or in part, of lapsed or 
cancelled term insurance is desired, the 
applicant shall, during his lifetime, as 
a condition to reinstatement, make ten- 
der of the premium for one month (the 
grace period) on the amount of term 
insurance to be reinstated, and also 
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the amount of at least the first month’s 
premium on the term insurance to be 
reinstated. 


premiums Required to Reinstate Term 
Insurance and Convert Same. 

In cases where the applicant desires 
to convert his lapsed or cancelled term 
jnsurance, he shall during his lifetime 
make tender of the premium for one 
month (the grace period) on _ the 
amount of term insurance to be rein- 
stated and converted, and also of the 
first premium on the converted insur- 
ance. 

Effective Date of Reinstatement, or 

Reinstatement and Conversion. 

3, The effective date of term insur- 
ance reinstated, or reinstated and con- 
verted, shall be the first day of the 
month in which the requirements for 
reinstatement, or reinstatement and 
conversion, have been complied with, 
unless the applicant requests the Bu- 
reau in writing that the effective date 
shall be the first day of the following 
month: 

Payment of Earned Premiums—A Con- 
dition to Reinstatement 
or Conversion. 


4. As a further condition to rein- 
statement of term insurance or to the 
reinstatement and conversion of term 
insurance, the applicant shall be re- 
quired to pay all unpaid premiums 
earned because of protection given him 
during the period of his active service, 
and due at the time of his discharge 
or resignation; Provided: That where 
payment of such earned premiums is 
not demanded by the Bureau prior to 
the time of reinstatement or of con- 
version, the amount of such premiums 
remaining unpaid shall be regarded as 
a lien against the insurance reinstated 
or converted and, unless otherwise 
paid, shall be deducted from the pro- 
ceeds of such insurance. 


Reinstatement By Paying Two 
Premiums. 

5. Term insurance which has lapsed, 
or has been cancelled, may be rein- 
stated, or reinstated and converted at 
any time prior to January 1, 1922, by 
the applicant, during his lifetime, mak- 
ing tender of the premiums as required 
in paragraphs 2 and 4 hereof, and filing 
with the Bureau of War Risk Insur- 
ance application for reinstatement 
signed by him, under the following 
conditions: 

(a) Within three calendar months, 
including the calendar month for which 
the unpaid premium was due, provided 
the applicant is in as good health as, 
he was at the due date of the premium 
in default, and so states in his written 
application. 

(b) After the expiration of the pe- 
riod mentioned in clause (a), and with- 
in six calendar months, including the 
month for which the unpaid premium 
was due, provided that the applicant 
is in good health, and so states in his 
written application, and further pro-» 
vided that such application is substan- 
tiated by a short medical certificate, 
made at the applicant’s expense, by a 





reputable physician licensed to practice 
medicine. 

(c) After the expiration of the period 
mentioned in clause (b), and prior to 
January 1, 1922, provided that the ap- 
plicant is in good health, and so states 
in his written application, and provided 
further that such application is sub- 
stantiated by a report of a full medical 
examination, made at the applicant’s 
expense by a reputable physician, li- 
censed to practice medicine. 


Forms. 

6. The applicant shall furnish such 
evidence of insurability as may be re- 
quired by the director, and on such 
forms as he may prescribe. 

7. This regulation shall become ef- 
fective on the date of approval. Treas- 
ury Decision 61 W.R. and all other 
regulations in conflict with this regu- 
lation are modified accordingly. 


(Signed) C. R. FORBES, 
Director. 
Approved: June 30, 1921. 
(Signed) S. W. MELLON, 
Secretary of the Treasury. 


CAPITOL LIFE INSURANCE CoO., 
DENVER, COLO. 

Report of Examination Reviewed. 

This company was examined (Con- 
vention Examination) by the Insurance 
Departments of Colorado, Oklahoma, 
Kansas and Utah as of June 30, 1920. A 
copy of the report dated October 25, 
1920, has only recently been received 
by us. 

Owing to the features dealt with in 
this examination, particularly as to the 
separation of the - participating from 
the - non - participating - business, we 
print below extracts of the more im- 
portant features referred to by the ex- 
aminers. 

Those participating in this examina- 
tion were W. W. Scott, Examiner repre- 
senting Colorado and Utah; T. J. Mc- 
Comb, consulting actuary representing 
Oklahoma; H. O. Stark, examiner rep- 
resenting Oklahoma, and Charles F. 
Hobbs, Examiner representing Kansas. 


Comments of Examiners. 
Extracts. 


In Article 111 of the original Articles, 
it is provided as follows: 

The capital stock of our said corpor- 
ation is Two Hundred Thousand Dollars 
($200,000) to be divided into two thous- 
and shares of One Hundred Dollars of 
each share, and said stock shall be non- 
assessable. 

In Article V it is stated that: 


The affairs and management of our 
said corporation are to be under the 
control of a board of thirteen direc- 
tors. 


At a special meeting of the stock- 
holders October 16, 1905, the Articles 
of Incorporation were amended in- 
creasing the capital stock to $250,000. 
This amendment was filed with the 
Secretary of State of Colorado on the 
19th day of October, 1905. 

At a special meeting of the stock- 
holders on December 23, 1907, the Ar- 
ticles were again amended, and the cap- 
ital stock reduced to $100,000, divided 
into 1,000 shares of $100 each. This 
amendment was filed with the Secre- 





tary of State of the State of Colorado 
on the 24th day of December, 1907. 

At the annual meeting of the stock- 
holders, held January 17, 1916, it was 
voted to amend the Articles of Incor- 
poration by adding thereto the follow- 
ing additional article: 


Article VIII. The cumulative system 
of voting at stockholders’ meetings 
shall not be allowed. 

The Articles of Incorporation have 
not since been amended. 

At a meeting of the stockholders, 
held July 2, 1906, it was resolved amd 
voted: 


First: That no dividend to stock- 
holders shall be declared except out of 
the net earnings of the company. 

Second: That the board of directors: 
may, in its discretion, establish a fund 
to be known as the “Contingent Lia- 
bility Fund,” or by any other appro- 
priate title, into which fund at the 
expiration of any semi-annual period 
of the fiscal year shall be paid out of 
the net earnings of the company, and 
before any dividend to stockholders 
shall be paid, such sum or sums as may, 
in the judgment of the board of direc- 
tors, be necessary to safeguard the 
company against any possible fluctua- 
tion or depreciation in market values 
of securities, excess death losses, or 
other form or forms of contingent lia- 
bility against which it be, in their judg- 
ment, advisable to so provide for. 

Third: That the board of directors 
be, and hereby is, authorized, when- 
ever at the expiration of any semi- 
annual period of the fiscal year, it shall 
be found to be consistent with the best 
interests of the company, to declare a 
dividend, in the nature of interest upon 
the capital stock of the company. Such 
dividends shall be known as “Interest 
Dividends.” 

Fourth: That interest dividends for 
any one fiscal year shall not exceed ten 
(10) per centum per annum. 

Fifth: That after such addition, or 
additions to the “Contingent Liability 
Fund” as may, in the judgment of the 
board of directors, be deemed neces- 
sary, has been set aside, and such “In- 
terest Dividends” as may be declared 
for any one year are paid, the entire 
balance of the net earnings of the com- 
pany shall belong to policyholders who 
hold participating policies in the com- 
pany. Such balance shall be known as 
“Surplus to Policyholders” or “Unas- 
signed Funds,” or by any other appro- 
priate title; and shall be allotted or 
distributed to participating policyhold- 
ers in accordance with the terms and 
conditions of the policy contracts, in 
such manner as may be recommended 
by the actuary of the company and ap- 
proved by the president and board of 
directors. 

Sixth: That the board of directors be, 
and hereby is, authorized and directed 
to make such alterations and amend- 
ments in the by-laws of the company 
as may be required to provide for the 
carrying out of the provisions of this 
resolution. 


At a special meeting of the stock- 
holders, held December 23, 1907, the 
above resolution adopted at the meet- 
ing of the stockholders, held July 2, 
1906, wase repealed. 

At the annual meeting of the stock- 
holders, held January 20, 1908, it was 
again voted that the foregoing resolu- 
tion, adopted at the meeting of the 
stockholders held July 2, 1906, be re- 
pealed. 

At a special meeting of the board of 
directors, held December 27, 1918, the 
following resolution was adopted: 


Whereas, By reason of the mortality 
resulting from the unprecedented epi- 
demic of influenza during recent 
months, extraordinary drafts have been 
made upon the funds of the company 

(Continued on next page) 
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for the payment of claims, in conse- 
quence of which it is necessary that 
measures be taken to replenish such 
funds, and the most feasible and satis- 
factory plan appears to be to call upon 
each stockholder to contribute funds to 
be added to the company’s surplus. 
“Now Therefore, Be It Resolved by 
the board of directors that the officers 
of the company be and they hereby are 
authorized to receive such contribu- 
tions to the company’s surplus from 
the several stockholders, and that a 
certificate shall be issued to each such 
contributor in form as follows: 


“CERTIFICATE” 


The Capitol Life Insurance Company 
of Colorado hereby certifies that it has 
passe from 


Continued. 


°o Dollars ($ ) 
be added to the surplus of the company, 
in consideration whereof, It Is Agreed: 

First: That the sum so contributed 
shall be repaid with interest at the rate 
of 6 per cent per annum from the date 
hereof, such repayment and interest to 
be paid only out of the future profits 
arising from the company’s business. 

Second: That such future profits 
shall be paid ratably to all like con- 
tributors in proportion to their con- 
tributions, and from time to time the 
eaten of such profits shall jus- 
tify. 

Third: That until such contributors 
have been repaid, no dividends to stock- 
holders shall be declared. 

Fourth: That the claims of such con- 
tributors shall be preferred to the 
claims and rights of stockholders in 
ease of any distribution of the assets 
of the company. 

Fifth: That the rights of such con- 
tributors to the repayment of their 
several contributions and interest shall 
be inferior and subordinate to the 
rights of policyholders and of all other 
persons (excepting stockholders as 
such) against the company or its as- 
sets. 

In Witness Whereof, The Capitol Life 
Insurance Company of Colorado has 
caused this certificate to be executed 
by its President and its corporate seal 
to be affixed by its secretary this 

On December 31, 1918, $100,000 was 
paid in to the company, and certificates 
like the above covering same were is- 
sued to each contributor. 

The company has written both par- 
ticipating (annual and deferred divi- 
dend) and non-participating insurance, 
the amount in force in each year being 
as follows: 


Insurance in Force December 31. 


Each Annual Deferred Total 
Dividend Dividend Par 
$1,634,000 
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1920— 1,973,890 
(End June 30) 


Total 
$1,636,500 
4,562,750 


1911— 5,210,302 
1912— 6,767,694 
1913— 9,175,814 
1914—11,070,053 
1915—13,445,640 
1916—15,945,094 


1917—18,340,484 22,645,982 





1918—20,846,078 
1919—28,358,089 
1920—34,063,280 
(End June 30) 


25,243,164 
32,588,885 
38,226,171 


29,335,934 
38,314,790 
45,065,871 


* Note—Not divided into annual and 
deferred dividend business. 

Included in the grand total above is 
group insurance as follows: 
Year Non Par 


Policy Forms. 

The annual dividend policy forms of 
1905, except a form known as “Family 
Policy” hereinafter referred to, contain 
the following provisions: 


Dividend Participation. 

X. At the end of the third year, and 
each subsequent year thereafter, this 
policy being in full force and effect, it 
will participate in the surplus earnings 
of the company as they may be deter- 
mined and declared by the board of 
directors. Such dividends, when due 
and allotted, may be used— 

First, in cash; or Second, applied in 
reduction of the premium for the next 
ensuing year; or, Third, used to pur- 
chase paid-up reversionary additions 
to the face of this insurance; or, 
Fourth, applied, at its annuity value, in 
the reduction of any part, or all of the 
future premiums payable under the 
policy. 

When the amount of 
dividends credited to this policy, to- 
gether with the reserve value here- 
under, shall equal the net single pre- 
mium for this insurance at the attained 
age of the insured, further premium 
payment hereon will be waived, and the 
policy become paid-up, upon due sur- 
render and release of such dividends. 

In 1905 the company placed on the 
market an ordinary life annual divi- 
dend policy at a premium less than its 
regular ordinary life annual dividend 
form known as “Family Policy,” which 
policy provided for no cash value until 
after twenty years, and provided for 
loans, after the policy had been in force 
for not less than five years, of “the 
amount necessary to cover premiums 
hereunder, up to the limit of 75 per 
cent of the reserve value hereunder. 

The policy further provides: 

Dividend Participation. 

This policy will participate in the 
surplus of the company upon payment 
in cash of the third year's premium, and 
annually thereafter so long as it is 
maintained in full force and effect, and 
no default in premium payment oc- 
curs. The dividends, when available, 
may be withdrawn in cash, or used at 
the company’s single premium life rate 
at the then-attained age of the insured, 
to purchase reversionary additions to 
this policy, or applied in reduction 
either of all or a limited number of 
future premiums. 

The policy provides that it may be 
surrendered at the expiration of twenty 
years from its date “for the full Ameri- 
can Experience 3% per cent reserve, 
together with the cash value of any 
unused dividends then standing to the 
credit of this policy.” 

The Family Policy was discontinued 
December 31,'1907. 

To this form and other annual divi- 
dend form the company in 1906 added 
the following clause: 


unused cash 


Special Accelerating Maturity Clause. 


XIV. When the unusual cash divi- * 


dends credited to this policy, together 
with the reserve value hereunder, shall 
equal the American Experience 3% per 





1921 
cent, net single premium for life insur. 
ance at the attained age of the insured 
all further premium payment hereunder 
will cease, and this policy will be en. 
dorsed as a fully paid-up participating 
life policy. 

If, at that time, the insured elects not 
to avail himself of this privilege, but to 
continue premium payment as thereto. 
fore, the company further agrees that 
when the unused cash dividends cred. 
ited to this policy, together with the 
reserve value hereunder, shall equal 
the amount of this policy, the policy 
will then be paid as a matured en. 
dowment. If any premium or premiums 
be paid in advance under this policy, 
the reserve will be adjusted to conform 
to such advance payment. 

In lieu of having this policy paid as 
a matured endowment when the un- 
used dividends and reserve equal the 
face of the policy, the proceeds may be 
invested in an annuity upon the life of 
the insured, or any other person duly 
nominated hereunder, according to the 
company's annuity rates. 

The Deferred Dividend 5, 10, 15 and 20. 
year policy forms of 1905 contain the 
following provision: 


Reserve and Bonus Options. 

X. Provided this policy be continued 
as an ordinary life policy, the bonus 
pe will be completed on 
th day of 
19 If the insured be living, 
and the policy be in force, the 
may then, upon surrender hereof: 

First, withdraw the guaranteed cash 
value Dollars. 

Second, take paid-up life policy for 

Dollars, or, 

Third, receive an annuity of 


_ Dollars on the life of the insured. 


In addition to the above, the bonus 
then to be apportioned hereto may he: 

First, withdrawn in cash; or, Second, 
applied to purchase additional paid-up 
insurance; or, Third, used to increase 
the annuity on the life of the insured; 
or, Fourth, if this policy be continued it 
may be applied in reduction of all fu- 
ture premiuma, 

To its deferred dividend 
1906 it added a_ special 
maturity clause providing: 

When this policy's share of distribu- 
tive surplus, as apportioned by the 
company, together with (ete. same as 
the accelerating maturity clause above 
quoted). 

In 1908 the company issued annual 
dividend forms containing the follow- 
ing provisions: 

Participation. 

This policy shall participate in the 
surplus of the company as herein pro- 
vided. 


policies in 
accelerating 


Dividends, 

At the end of the third year and an- 
nually thereafter as long as this policy 
is maintained in full force and effect, 
the proportion of divisible surplus ac- 
cumulated hereunder shall be ascer- 
tained and distributed, and, at the op- 
tion of the Insured, shall be either 

(a) Paid in cash; or 

(b) Applied toward the payment of 

any premium or premiums; or, 

(c) Applied to the purchase of paid- 

up additions to the policy, or 

(d) Left to accumulate to the credit 

of the policy with interest at 3 
per cent per annum. Such accu- 
mulated dividends may be used 
for the purpose expressed in the 
Special Accelerating Maturity 
Clause, and, if not so used, shall 
be paid at the maturity of the 
policy, but in any event, may be 
withdrawn on any anniversary. 

Unless the owner of the policy shall 
elect otherwise within three months 
after the mailing by the company of a 
written notice requiring the election of 
one of the four above options, the divi- 
dends will be applied to purchase paid- 
up additions, option (c) which may be 
subsequently surrendered for cash. 

Any accumulated dividends, or the 
cash value of any dividends on this 
policy, shall he added by the reserve 
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used in the calculation of the values 
specified in the Table of Loan and Sur- 
render Values herein set forth, and 
shall increase the said values accord- 
ingly. 

Special Accelerating Maturity Clause. 

When this policy’s share of appor- 
tioned surplus, together with the re- 
serve value hereunder, shall equal the 
cost, according to the American Expe- 
rience Table of Mortality and three and 
one-half per cent, interest of paid-up 
Life Insurance, for the face amount of 
this policy at the attained age of the 
insured, premium payments may be dis- 
continued and the policy endorsed as a 
fully paid-up participating policy for 
the face value. 

In 1908 the company issued deferred 
dividend forms containing the follow- 
ing provisions: 


Participation. 


This policy shall participate in the 
surplus of the company, as herein pro- 
vided. 


Special Accelerating Maturity Clause. 


When this policy’s share of appor- 
tioned surplus, together with reserve 
value hereunder, shall equal the cost, 
according to the American Experience 
Table of Mortality and three and one- 
half per cent interest of paid-up life 
insurance, for the face amount of this 
policy at the attained age of the in- 
sured, premium payments may be dis- 
continued and the policy endorsed as a 
fully paid-up participating policy for 
the face value; in such event, subse- 
quent apportionments of surplus will 
be made at the end of each five years 
thereafter. 

Dividends. 

The first dividend period 
will be completed on the 
of if the insured be 
living, and if the premiums have 
duly paid, the company will apportion 
to this policy its share of the accu- 
mulated surplus, and the owner may 
then select and exercise of the follow- 
ing options: 

1. Continue this insurance as a paid- 
up policy for 
and (a) Withdraw the dividend in cash; 


hereunder 


or, 

(b) Apply the dividend to purchase 
additional paid-up Life Insur- 
ance subject to evidence of good 
health satisfactory to the com- 
pany; or, 

(c) Apply the dividend to purchase 
an annuity on the life of the in- 
sured. 

If the policy be continued under one 
of the above options, subsequent ap- 
portionments of surplus shall be made 
at the end of each five years thereafter; 
or, 

2. Discontinue this Insurance, and 

(a) Receive the entire cash value as 
stated below in cash; or, 

(b) Apply the entire cash value, as 
stated below, to purchase an an- 
nuity on the life of the insured. 

The company guarantees that the en- 
tire cash value of this policy, at the end 
of the first dividend period, shall be 

and the policy's 
share of the accumulated surplus then 
apportioned in cash. 

Participating policies issued since 
1908 contain provisions practically the 
same as those in the 1908 forms. 

The company has discontinued the 
issuance of participating policies. On 
July 14, 1920, the company notified all 
its agents that: 

After September 1, 1920, we will go 
upon a strictly non-participating basis 
and discontinue the issuance of partici- 
pating insurance. 

The company has used a two-factor 
method of apportioning annual divi- 
dends, as follows: 


Annual Dividend Factors, 


Ordinary Life: Interest 13 per cent 


_ initial reserve and 27 per cent of load- 
ing 


&. 
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Ordinary Life (Family policy): Inter- 
est 1.3 per cent initial reserve, and 18 
per cent of loading. 

20-Payment Life: Interest 1.3 per 
cent of initial reserve and 25 per cent 
of loading. 

15-Payment Life issue prior to 1910 
(Full Prel. Term): Interest 1.3 per cent 
of initial reserve and 20 per cent of 
loading. 

15-Pay. Life (Modified Prel. Term.— 
20-Pay Life Basis): Interest 1.3 per 
cent of initial reserve and 30 per cent 
of loading. 

10-Pay. Life—Full Prel. Term (Prior 
to 1910): Interest 1.3 per cent of ini- 
tial reserve and 25 per cent of loading. 

10-Pay Life (Modified Prel. Term—20- 
Pay Life Basis): Interest 1.3 per cent 
of initial reserve and 25 per cent of 
loading. 

20-Year Endowment: Interest 1.3 per 
cent of initial reserve and 20 per cent 
of loading. 

15-Year Endowment: Interest 1.3 per 
cent of initial reserve and 20 per cent 
of loading. 

10-Year Endowment: Interest 1.3 per 
cent of initial reserve and 20 per cent of 
loading. 

10-Pay. 20-Year Endowment: Interest 
1.3 per cent of initial reserve and 25 
per cent of loading. 

20-Year Term: Interest 1.3 per cent 
of initial reserve and 331-3 per cent 
of loading. 

10-Year Term: 
of initial reserve 
of loading. 

5-Year Term: 
of initial reserve 
loading. 


Interest 1.3 per cent 
and 331-3 per cent 


Interest 1.3 


per cent 
and 30 


per cent of 


Non-Participating Forms. 


Included in its line of non-participat- 
ing policies, the company in 1910, and 
up to the present time, has issued a 20- 
Payment Life Guaranteed Graded Pre- 
mium Reduction Coupon policy, for il- 
lustration at age 35 the gross premium 
per thousand dollars of insurance was 
$38.14. The company has reported re- 
serves on this policy on the basis of a 
level net renewal premium of $28.89; in 
other words, it has reported reserves 
on this policy as though it was a regu- 
lar level premium full preliminary term 
policy. The coupons on this policy are 
as follows: First, $555; second, $5.85; 
third, $6.15; fourth, $6.45; fifth, $6.75; 
sixth, $7.05; seventh, $7.35; eighth, 
$7.65; ninth, $7.95; tenth, $8.05; eleventh, 
$8.15; twelfth, $8.25; thirteenth, $8.35; 
fourteenth, $8.45; fifteenth, $8.50; six- 


teenth, $8.55; seventeenth, $8.60; eigh-— 


teenth, $8.65, and nineteenth, $8.70. 


In the opinion of your examiners, the 
mean reserve reported on this form by 
the company is not the correct reserve. 
While it is entirely possible to carry 
out the policy contract, and carry a re- 
serve as above stated, at the same time 
this results in the company having a 
very marked decrease in loading each 
year, and to say the least of it we think 
it much more preferable to report re- 
serves on .a decreasing net premium 
basis rather than on the regular full 
preliminary term basis. 


In June, 1919, the company increased 
its premiums by $1.00 per thousand. 
The gross premium on the above policy 
form is therefore now $39.14. 

The company from 1911 to 1915 issued 
some policies with a survivorship ac- 
cumulation feature that provided that 
if the insured should survive the 
twenty-year period the policy should 
participate in a@ fund maintained by 
contributions from the annual premium 








received by the company on each of 
the policies issued on the aforesaid 
plan. This was a pure Tontine Feature, 
and was discontinued the early part of 
1915. 


In 1914 the company placed on the 
market some very low premium non- 
participating policies on the Ordinary 
Life, 20-Payment Life and 20-Year En- 
dowment plans, with rates and values 
based on the American Experience 
Table of Mortality and 4 per cent in- 
terest. These forms were issued in 
multiples of $2,500. The premium on 
the 20-Payment Life at age 35 was at 
the rate of $28.91 per $1,000. The com- 
pany has, however, reported reserves 
on this policy at 3% per cent instead of 
4 per cent. These forms have not been 
discontinued. 

The company writes group insurance 
on both participating and non-partici- 
pating plans. The dividend provision 
in the participating form reads as fol- 
lows: 

Annually, upon payment of each re- 
newal premium and during its contin- 
uance in force, this policy will be 
credited with a dividend from the divi- 
sible surplus earnings of the company 
arising from group insurance, as ascer- 
tained and apportioned by the company. 
Such dividends shall be paid to the em- 
ployer in cash, or applied to the re- 
duction of the premium then due, if any. 


Reserve Basis. 

All business issued prior to 1910 is on 
the American Experience Table of Mor- 
tality with 3% per cent interest accord- 
ing to the full preliminary 
method of valuation. On all business 
issued since January 1, 1910, reserves 
are calculated on the American Expe- 
rinece Table of Mortality with 3% per 
cent interest according to the 20-Pay- 
ment Life modification of the full pre- 
liminary term method of valuation. 

The following is a schedule of 


term 


Net Amount Paid for Losses and 
Matured Endowments. 


Par- Non-Par- 
Year ticipating ticipating Total 
1905 0 0 0 
1906 $10,000.00 0 $10,000.00 
19097 30,464.84 0 30,464.84 
1908 30,500.00 $3,000.00 33,500, 
1909 16,478.35 0 5,478.3: 
1910 23,000.00 3,000.00 
1911 60,493.28 .28 
1912 66,501.44 
1913 67,133.40 
1914 34,741.36 
1915 34,537.92 
1916 47,687.36 
1917 36,620.17 
1918 42,294.59 
1919 77,526.77 
1920 22,861.05 


27,502.85 
71,486.49 
67,494.08 
213,491.13 
299,970.84 
109,244.93 





Totals $600,840.53 $881,619.97 $1,482,460.50 

The above schedule includes $1,000 
paid for additional accidental death 
benefit on a non-participating policy in 
1918, and the following amounts paid 
for 


Total and Permanent Disability Claims. 


Par- 
ticipating 
$30.70 
60.84 
264.20 
163.43 
111.68 
219.34 


Non-Par- 
Year ticipating 
1915 
1916 
1917 
1918 
1919 
1920 


Total 
$30.70 
90.47 
421.15 
391.02 


$850.19 $793.15 $1,643.34 
(Continued on next page) 


Totals 
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CAPITOL LIFE INS. 


Scope 


co.—Continued. 


Owing to the fact that the company 
has written both participating and 
non-participating business, and has 
made no separation of accounts as re- 
quired by the laws of several states in 
which it transacts business, to-wit—the 
laws of Oklahoma * * * * we have 
made a separation of the accounts be- 
tween the two departments of the com- 
pany. 

In making the separation of accounts 
and allocation of funds, we were com- 
pelled to start with the original entries 
in 1905, not only in its book of accounts, 
but the history of the company as re- 
flected in the minute books of its stock- 
holders and directors. In allocating 
payments made to the company by pol- 
icyholders, including interest on pre- 
mium note policy loans and liens, and 
payments made to policyholders by the 
company, we have employed no formula 
or estimates, but have made a definite 
allocation of these items, and in this we 
have taken into account all reinsurance 
items of premiums, commissions and 
reinsurance received on losses, and 
have allocated same between partici- 
pating and non-participating, both 
first year and renewals. We have made 
a full and complete statement of rein- 
surance premiums paid year by year 
on participating and non-participating 
policies, both first year and renewals, 
and have left this with the company as 
a permanent record. All commissions 
paid, both first year and renewals, have 
been definitely allocated; in other 
words, the entire financial record of 
the company, relating to its income 
from and its disbursements to policy- 
holders, from its first day of business 
to the date of this examination was 
thoroughly audited, and the income de- 
rived and the funds disbursed on pol- 
icy accounts definitely allocated as be- 
tween the participating and non-par- 
ticipating classes. In the matter of in- 
come, this allocation included original 
first year and renewal premiums, to- 
gether with every form of addition 
thereto as well as every other item of 
income from policyholders shown in its 
records. As to disbursements, this al- 
location included a separation of death 
claim payments as well as every form 
of payment or credit to living policy- 
holders, as well as expense of investi- 
gation and settlement of policy claims 
and commissions to agents, both first 
year and renewal, as_ hereinbefore 
stated. Since the year 1916 the com- 
pany has separated on its ledger the 
original first year and renewal pre- 
mium accounts and its allocation of the 
income from these sources from Jan- 
uary 1, 1916, to date was accepted. In 
this process of separation of the items 
above referred to, an abstract was 
made of the ledger account in each in- 
stance, and every item posted thereto 
was traced to the record of original 
entry and there identified with the par- 
ticular policy to which it pertained. 

In addition to the separation of ac- 
counts and allocation of funds be- 
tween the two departments we exam- 





ined the entire portfolio of the com- 
pany’s policy forms, not only with ref- 
erence to the dividend provisions here- 
inbefore referred to, but the premium 
rates and values as well. We found 
that prior to 1910 the gross premium 
charged for some _ non-participating 
policies was actually lower than the 
net premium required according to the 
American Experience Table of Mortal- 
ity and 3% per cent interest, on a full 
preliminary term basis. This was 
particularly true as to the ten and fif- 
teen-year endowment forms and the 
ten and fifteen-payment life forms at 
most ages. The cash values allowed 
beginning with the end of the third 
policy year on most of the non-partici- 
pating forms of the company are equal 
to the entire reserve (nearest dollar) 
and other forms have very slight sur- 
render charge. We have also checked 
the tables of mean reserves employed 
by the company in making its annual 
statements as of December 31, and find 
them correct with this exception: 
December 31, 1919, the company did not 
report the correct reserves on one form 
of policy termed “Limited Payment Life 
or Endowment.” Prior to 1919 the com- 
pany did report correct reserves on 
this form, but in 1919 for some reason 
it included reserves on this policy on a 
full preliminary term basis, when as a 
matter of fact according to the laws of 
the State of Oklahoma, and all other 
states where modified preliminary term 
reserves are required, and in which the 
company transacts business, the re- 
serve liability on this group of policies 
was practically $20,000 greater than 
that carried in its statement on Decem- 
ber 31, 1919. The company’s explana- 
tion of this was that it had decided to 
withdraw from the market in the State 
of Oklahoma and other states requir- 
ing modified reserves this particular 
policy form, and that it therefore would 
have a right to reduce the reserve ac- 
cordingly. We can see nothing in this 
contention, for the reason that the com- 
pany has a large volume of business 
on this form in force in the States of 


‘Oklahoma and Illinois, and would have 


no right to reduce the reserve on these 
old policies. 

The following is an illustration of 
annual dividend results compared with 
coupon values of non-participating pol- 
icies, the annual premiums and other 
policy values being the same on both 
forms of policies. * * * * It will be 
noted that the annual dividends allowed 
are much less than the coupons on the 
same basic forms non-participating. 

On Deferred Dividend policies, it has 
been the practice of the company to al- 
low a sum equal to the annual divi- 
dends paid on corresponding annual 
dividend policy forms at same age 
without any interest, or accretions 
from lapses or other sources. 

On March 1, 1919, the company dis- 
continued the payment of dividends for 
one year, owing to the fact that it had 
experienced heavy death losses due to 
the influenza epidemic and on Marchl, 
1920, dividends were again discontinued 
for another year and the following no- 
tice sent to its policyholders: 








Notice to Policyholders, 


The rate of mortality having been 
higher than usual during the year 1919, 
due to the influenza epidemic, dividends 
have been discontinued for a period of 
another year. There is, therefore, no 
dividend payable on your policy this 


year. 
COMMENTS. 
Deferred Dividends, 


The deferred dividend provisions jn 
the policy contracts of this company 
have been hereinbefore referred to, as 
well as the laws of the several states 
in which the company transacts busi- 
ness, relative thereto. We have also 
hereinbefore set out illustrations of 
annual dividends paid and the annual 
dividend factors employed by the com- 
pany. 

We know of no reason why the de- 
ferred dividend policyholders of this 
company should ultimately receive less 
than its annual dividend policyholders. 
In fact, by every line of reasoning we 
are able to employ the deferred divi- 
dend policyholders should not only re- 
ceive annual opportionments equal in 
amount to the sums allotted to annual 
dividend policyholders at correspond- 
ing ages on same basic forms, but in 
addition thereto they should receive 
accretions from interest and termina- 
tions. The very underlying feature of 
deferred dividend holds for the policy- 
holder the right to inspect additions to 
the deferred dividend funds from these 
sources. 

We have, therefore, calculated the 
deferred dividend liability of the com- 
pany, using as a basis the annual divi- 
dends 


paid on the same basic forms. 
We have accumulated these amounts at 
only 3% per cent interest, and have 


found the liability of the company on 
June 30, 1920, on this account to be as 
follows: 


On Policies in Force June 30, 1920. 


5 Year Accumulation Period.... $28.75 
a -* = 228.20 
15 Ki ia ig 1,270.14 
20 = ” ” 85,727.25 
21 “ “ 59.92 

ee ae $96,514.22 
The deferred dividends that should 


have been apportioned to policies that 
have since lapsed, accumulated at 


in- 
terest, are as follows: 
Policies Not in Force. 
10 Year Accumulation Period.... $2,374.60 
15 a “3 = 5,833.63 
20 Pa ss 4 i“ 28,364.78 
Totale not in force......ccscce 6 


Totals in force 


Grand Total 


9.00 0b ee Cee Hee $132,887.23 

In support of our position in this 
matter, we respectfully call your at- 
tention to the fact that in making set- 
tlement with deferred dividend policy- 
holders where the dividend period has 
expired, the company in practice has 
paid to these policyholders a sum equal 
to the total annual dividends it had 
paid on corresponding forms. 

We also call your attention to the 
fact that the deferred dividend liability 
which we find includes interest at only 
3% per cent, when as a matter of fact 
the net interest earned on the com- 
pany’s funds has been in excess of 5 
per cent. 
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The assets belonging to the two de- 
partments on June 30, 1920, have here- 
inbefore been referred to. Including in 
Jiabilities the $26,000 deferred liability 
which the company carries in its state- 
ment, we find the condition of the two 
departments to be as follows: 


Par* Non-Par* Total* 
Liab. except . 
capital... $1,304,812 $2,244,803 $3,549,615 
Capital 2.20  scsvere 100,000 100,000 





Total Liab.$1,304,812 $2, 344, 803 $3,649,615 
Sur. Unas’d. 243,535 —149,015 94,520 





Admitted 


Assets. . . $1,548,348 $2,195,788 $3,744,136 


a Cents omitted. 
If we charge in liabilities the sum of 
$132,887.23 for deferred dividends in- 
stead of $26,000, the condition of the 
two departments would be as follows: 
Par* Non-Par* Total* 
Liab. ae 
capital 
Capital 


Faas 411,699 $2,244,803 $3,656,502 
100,000 100,000 








Total Liab.$1,411,699 $2,344,803 $3,756,502 
Sur. Unas’d. 136,648 —149,015 —12,366 


$1,548,348 $2 195, 7388 $3, 744, 136 
*Cents omitted. 
Conclusion. 

The president of this company has 
never drawn any salary. He is the di- 
recting head of this institution, and su- 
pervises the entire business of the com- 
pany, and especially the investment of 
its funds, which has been most credit- 
abiy done; and as further evidenced by 
the excellent securities which the com- 
pany now has. This arrangement, cov- 
ering a period of some fifteen years, has 
resulted in a saving of thousands of 
dollars to the company in the way of 
salary usually paid by companies of 
this kind. 

Death Claims, 

We examined a great many files cov- 
ering death losses of the company for 
several years past, and in no instance 
have we found any disposition on the 
part of the company to avoid liability, 
but on the other hand we find that it 
has been very prompt in the payment 
of all just claims, fully recognizing its 
legal and moral obligations. 

The work connected with this exam- 
ination has been enormous, covering as 
it did fifteen years of operation, yet 
the officers of the company have offered 
no objection whatever, but have lent us 
every assistance possible, and it is 
with much pleasure that we take this 
epportunity of expressing our appre- 
ciation of the uniform courtesy and 
consideration of the officers and em- 
ployes during the course of this exam- 
ination. 


CEDAR RAPIDS LIFE INS. CO., 
CEDAR RAPIDS, IOWA. 
Report of Examination Reviewed. 
This company was examined by the 
Insurance Department of Iowa as of 
April 30, 1921. The report dated June 
29th shows the financial condition of 
the company on April 30th to be as 

follows: 


Admitted assets .......... . - $1,302,756 
Net ererve Wei awh gelnimics gop tle 1,093,968 
LO eee er 100,000 
Mentality Fluctuation Fund. 10,000 
MONEE Dobe ueccccecceces vere 60,152 








cxaminers’ Comments. 
Extracts. 
History of the Company. 

The company was incorporated Aug- 
ust 26, 1906, as a legal reserve life in- 
surance company under Chapters 1, 6 
and 8, Title IX of the Code of Iowa, 
and amendments thereto, and was li- 
censed to write insurance in the State 
of Iowa on June 1, 1906. 


An authorized capital as fixed by the 
original Articles of Incorporation is 
$100,000, of which $25,000, together with 
a premium of $25,000, was paid in at 
the time of organization. In 1909 an 
additional $25,000 was paid in, and the 
remaining $50,000 became fully paid up 
during June, 1919, making the capital 
of $100,000 fully paid up. 

In addition to the original contrib- 
uted surplus of $25,000 the stockholders 
in 1909 contributed $5,000, and later in 
the same year five of the stockholders, 
of whom four were members of the 
executive committee, contributed an 
additional $4,875, later signing a quit 
claim of any individual interest in this 
contribution. There has, therefore, been 
contributed to surplus since the organ- 
ization of the company, a total of 
$34,875. 

During the period from 1911 to 1916, 
inclusive, 6 per cent annual dividends 
were paid on the capital stock then 
outstanding. In 1917, 1918, and 1919, 
the dividend paid was 8 per cent. In 
1920 there was paid a dividend of $2 per 
share per quarter, amounting to 8 per 
cent on the $100,000 capital outstand- 
ing, and on March 31, 1921, there was 
paid $2 per share for the quarter then 
ending, while another $2 per share 
was declared on April 20, for payment 
June 30, 1921. 

Policy Forms, 

The company issues all the regular 
forms of limited payment life and en- 
dowment insurance usually found in a 
company of its size, and has in addition 
one or two special forms. The Ordi- 
nary Life policies mature as endowment 
at age 85: The various forms now be- 
ing issued were examined, and have ail 
been approved by your department. 

On April 30, 1921, the total business 
in force was $12,864,884, of which $1,- 
503,485 was participating on the annual 
dividend plan. 

Annual dividends are paid in advance, 
beginning with the second policy year, 
and are contingent upon the payment 
of the following year’s premium. Divi- 
dends for 1920 and 1921 were based on 
50 per cent of the loading, plus 1 per 
cent of the initial reserve, plus mor- 
tality contribution, starting with 15 per 
cent of the net costs on the first divi- 
dend, graded down 1 per cent each year. 
Dividends apportioned on policies is- 
sued since March 20, 1921, are to have 
the option of buying paid-up additions 
on the basis of the single premium on 
the American Experience Table of 
Mortality of 3% per cent. 


Death Claims. 


The policy of the company in the set- 
tlement of death claims is to be com- 
mended. All death claims incurred dur- 





ing the period of this examination were 
found to have been settled in full 
accord wih the policy provisions and 
with a minimum of correspondence and 
delay. There were no cases of rejec- 
tion or litigation and in cases of claims 
arising from death in active military 
duty, it was the company’s practice to 
return all premiums paid, although 
they were liable under the contract for 
only the surrender value available. 


Mortgage Loans. 

The company owns 92 first mortgage 
loans, amounting to $992,946.25, all of 
which are first liens on farm property 
located in the state of Iowa with the 
exception of one loan on Colorado prop- 
erty, amounting to $2,550. The average 
rate of interest earned is 5.92 per cent. 
The mortgages and accompanying pa- 
pers were all on file with your de- 
partment at the date of this examina- 
tion. 

All policies issued prior to August 
10, 1914, except premium refund poli- 
cies, are on the Actuary’s table of mor- 
tality at 4 per cent. Premium refund 
policies and all policies issued since 
August 10, 1914, are on the American 
Experience Table of Mortality at 3% 
per cent Illnois standard, with the ex- 
ception of decreasing premium and en- 
dowment option forms, which are on 
the full preliminary term method of 
valuation. 

Reinsurance is carried in the follow- 
ing companies: 





Metropolitan Life.......... New York City 
Lincoln National.......... Fort Wayne, Ind 
ment tie of UU. SB. Boccccceces Chicago, Ill 
TS eee Chicago, Ill. 
ee Peoria, Ill. 
Guaranty Life Davenport, Ia. 
NE NN on. reas diverorgsoin mies Decatur, Ill. 
*Minnesota Mutual.......... St. Paul, Minn. 
WEEN SIND, 6.550506 o 00s Cincinnati, Ohio 
Connecticut General........ Hartford, Conn. 
*Southwestern Life........... Dallas, Texas 
*Philadelphia Life......... Philadelphia, Pa. 


Reinsurance Life of America, Des Moines, Ia. 
American Life Reinsurance Co., Dallas, Tex. 


* Not licensed in Iowa and no credit al- 
lowed for reserves. 

This report was signed by L. O. 
Shudde, Actuary, and E. R. Holmes, Ex- 
aminer in Charge, who were assisted 
by Examiners R. C. Stiles and H. B. 
Sturtevant. 


DOMINION LIFE ASSURANCE CO., 
WATERLOO, ONTARIO. 
1921 Dividends. 

Through an inadvertence the scale of 
this company’s “deferred” dividends, 
payable in 1921, were not included in 
“Best Analysis” (1921), therefore the 
following: 

Deferred Dividends Paid in 1921, and 
Annual Premiums Per $1,000 
Of Insurance. 
Dividend Period. 
Whole Life: 
Age Five Year 

at lst period 2dperiod 3d period 

issue pr. div. pr. div. pr. div. 


$ $ $ $ $ 3 
SB. GESTS. acs oe (age 31) 
35... 27.9514.28 (age29) 24.90 44.13 
45... 38.85 19.26 23.60 31.44 

(age 50) 
55... 58.1033.09 47.05 80.63 


(Continued on page 46) 
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August I, 192} Aug 
DOMINION LIFE—Cont. from page 43 9th—If the premiums are paid jointly equal to the amount of his protection se 
Twenty-payment Life: the coverage must be offered to under such group insurance policy at PPS 
25... 30.0014.77 30.0037.06 (age 29) all employees or all workers in the time of such termination. For oor" 
35... 36.9517.50 (age34) 32.55.75.20 any class or classes of employ- purposes of insurance, re-employment atte 
45... 46.95 21.61 36.15 62.13 ment, while the amounts of in- will be classed as new employment. plo’ 
55... 63.65 33.36 awa surance on individual employees Premium: Participating = Annual hea 
Twenty-year Endowment: must be based upon some plan Dividends. pe 
25. 48.5017.66 48.50 47.78 which will preclude pyefehagaatien se- Rate. The Society adopts a basic , 
35 50.55 18.14 50.55 52.66 ange ee OF ORES TS Dar pent ae gross or participating rate to apply to ’ 
45. 55.05 19.92 the eligi aagnyes mat be se risks which embrace classifications of pos 
55... 66.40 28.35 secret employees producing the lowest mor- mt 
Whole Life: 10th—INDIVIDUAL CERTIFICATE. In- | tality, known as the “Standard Rate,” 
yee oi Wantein Seen dividual certificates are issued to | as shown in the following table, which 
issue Pr. Div. each member of the group in order | applies to males and females alike 
Oops cs teagan $21.85 $242.19 to visuatine the plan to the Om- | woochty Premfeme per GAA00 of ban 
NE RRS yd ap ae 27.95 325.95 ployee and as an evidence of the surance 
43... SL advices satevl 36.10 394.72 ekg agg be peyote eat Sansa Attained Successive Attained Successive 
Twenty-payment Life: that the employer Dial bee mame) Age of Monthly Age of Month'y Ir 
orks acc om a4? e 8 $30.60 $321.71 has contracted to besos the life Employee Premiums Employee Premiums M 
: of the employee (giving name) for | er. $.50 48 Lio 2 
Twenty-yr. Endowment: raed ‘ “30 1s ' 
SR ee cee a Sa $48.50 $428.92 an amount based upon salary or 31 26 et 
3 50.30 f 2 service in accordance with the “52 35 ai 
aC Rd Aah = Wit eee tes 59.95 4 general plan of insurance as 53 45 I 
ss Nek eet eile te bias adopted by the employer, which = te C 
amount at death is to become pay- 36 "3° T 
EQUITABLE LIFE ASSURANCE able to the employee's designated 56 96 . 
SOCIETY : beneficiary (giving name). In or- 58 oe ; 
- . —_ der to accomplish prompt settle- 58 d 
ee ene. ment of death claims, a prefer- ‘Ss : 
Correction Notice ence beneficiary clause has been = r+ ‘ 
Best’s Analyses, 1921, contains incor- incorporated in the Group Life 59 “al 
rect data of this company’s Group In- Policy, and is also contained in 59 69 
surance plan. There should be substi- the individual certificate. = 4 
tuted for the data published on didi Amount of Individual Risk. Mini- : 61 7 
258-259 in said volume, the following: mum, $500; maximum, $5,000. sf bs 4 
« ) 
Group Insurance Plans. The plans under which Group ¢ 65 96 
Began business July 28, 1859; stock Insurance may be written are roughly = rid oo 
(mutualized) company; issues partici- divided into three classifications: the a a ke ni 
pating insurance only. The pioneer Flat Sum Plan, the Salary Plan, and me ke 75 18 
company to establish a “group” insur- the Service Plan. In the case of large = eaitndere = =? 
ance department. Commenced writing groups a combination of two plans may ater ess oe a 
“group” insurance June 1, 1911. Group be issued, one to cover the rank and "lc eat 92 14 
policies participating, dividends pay- file of employees and the other the = Sieh bee die m4 os 
able annually. “higher organizations,” such as fore- ett pean si vs 
Total insurance in force December men, superintendents, heads of depart- While premiums are payable month- 
31, 1920, $2,656,524,971. 


Group Life Insurance 
Insurance in force December 31, 1920, 
$398,511,146. 
Increase 
554,471. 


(net) during year, 


$72,- 


General Information 
i1st—There must be a minimum of fifty 
(50) lives. . 
2nd—Those employees to be covered 
must be all the workers in any one 
group, or all of the workers in 
any class or classes of employ- 
ment. 

3rd—These classes must be determined 
by conditions pertaining to the 
employment itself. 

4th—The employees must be employees 
of one employer. 

S5th—The amounts of insurance to be 
given to the various employees 
covered must be based upon some 
plan that will preclude individual 
“selection. 

6th—The insurance benefits must be 
paid to some one other than the 
employer. 

7th—The policy is issued to the em- 
ployer. 

8th—The premiums may be paid by the 
employer alone, or by the employ- 
er and the employees acting 
jointly. 


ments or officers. 


Whichever of these plans is chosen, 
it is customary to have a probationary 
service period of three, six or twelve 
months which all employees must serve. 
Total Permanent Disability. Six 
months after proof of total and perma- 
nent disability of any insured employee 
such‘ -employee’s insurance becomes 
payable as a single sum or at the op- 
tion of the employer in installments up 
to five years. 

Individual Continuation or Conver- 
sion. The insurance of any employee 
shall automatically cease and deter- 
mine upon termination of employment 
with the employer in the _ specified 
classes of emplvyees; but in cases of 
such termination of employment for 
any reason whatsoever while insured, 
the employee shall be entitled to have 
issued to him by the Equitable with- 
out further evidence of insurability 
upon application made to the Equitable 
within thirty-one days after such 
termination and upon the payment of 
the premium applicable to the class 
of risk to which he belongs and to 
the form and amount of the policy at 
Fis then attained age, a policy of life 
insurance, in any one of the forms cus- 
tomarily issued by the Equitable, ex- 











ly, a discount of 4 per cent from the 
aggregate amount will be allowed if 
the estimated amount of twelve month- 
ly premiums is paid in advance. 

The actual premium rate is deter- 
mined with reference to the facts in the 
case, namely, the amount of insurance 
exposed at each age when multiplied 
by the premium rate for that age. The 
individual premiums are then totaled. 
The total premiums divided by the to- 
tal volume of insurance will give the 
average rate per $1,000 of insurance, 
which under the Equitable plan is used 
as a flat rate for the insurance per 
$1,000 for all new incoming and out- 
going lives:in that group, subject to 
recalculation on any anniversary of the 
policy, at the option of either the em- 
ployer or the society. 

This recalculation would ordinarily 
be made on the same scale of gross 
premium rates, but the society re- 
serves the right to readjust the scale 
of premium rates at any time on or 
after the first anniversary of the reg- 
ister date. 

Standard Premium. The foregoing 
table of standard rates applies to cleri- 
eal or non-hazardous groups, such as 
banks, insurance companies, mail or- 
der houses, retail stores arid industries 



























































































































































































































































cept term insurance, in an amount 





where there is no occupational or other 
extra hazard. 
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Service. The society renders service 
to its group policyholders through a 
service organization whick directs its 
attention to the problems of the em- 
ployer, generally classified under the 
neadings of “Safety and Personnel” 
and “Health and Conservation.” 


We request our subscribers to clip 
and substitute the above for pages 
258-259 in Best’s Analyses. 


HAWKEYE LIFE INS. CO. 
Des Moines, lowa 

Report of Examination Reviewed 

This company was examined by the 
Insurance Department of Iowa as of 
March 31, 1921. The report, dated June 
2, shows the financial condition of the 
company on March $1 to be, in brief, 
as follows: 


Tota] income 

Net amount paid for losses........ 
Total disbursements 

Admitted assets 

Net reserve 

Capital stock 


Cemments of Examiners 
Extracts 
History 

This company was incorporated 
March 9, 1920, under Chapter 1, Title 
IX of the Code of Iowa for the pur- 
pose of transacting a general Life, Ac- 
cident and Health insurance business 
under the provisions of Chapter 6, 
Title IX of the Code of Iowa and all 
acts amendatory thereto with an au- 
thorized capital of $200,000 to be di- 
vided into shares having a par value 
of $1 per share. 

All capital stock except that taken by 
the syndicate stockholders is to be sold 
at$2pershare. The corporate existence 
of this company is fixed for a period of 
fifty years unless dissolved according 
to the provisions of the laws of this 
state. The company was licensed to 
transact business as a life insurance 
company on June 23, 1920, with a paid 
up capital stock of $100,350, of which 
100.000 share are owned by the syndi- 
cate stockholders, who paid $1.50 per 
share for this stock; $1 of which was 
credited to capital and 50 cents to sur- 
plus. The remaining 350 shares were 
sold to the directors of the company 
outright at $2 per share. No amend- 
ments have been made to the Articles 
of Incorporation since June 17, 1920. 


Plan of Operation 

The original 100,000 shares of capital 
Stock were paid for by a syndicate at 
the rate of $1.50 per share; $1 per share 
oing to the par value of the stock 
and 50 cents per share to surplus. The 
Stock was issued to the members of 
this syndicate in amounts represent- 
ing their individual contributions 
thereto and is to be handled according 
to the terms of the following subscrip- 
tion contract and agreement which is, 
as far as your examiners were able to 
ascertain, the only agreement in ex- 
istence between the Hawkeye Life In- 
Surance Company or the Van Meter 








Company and the syndicate stockhold- 
ers or the Bankers Trust Company of 
Des Moines, Iowa. 


“Subscription Contract and 
Agreement 


“I, THE UNDERSIGNED, hereby sub- 
scribe for the number of shares of 
capital stock of the Hawkeye Life 
Insurance Company set above my 
signature, on the following terms and 
conditions which I agree to carry out 
and perform. I agree to pay for 
said stock at the rate .of $1.50 per 
share, of which $1 shall be on Capi- 
tal and 50 cents Surplus, in cash, at 
such times as may be fixed by the 
Board of Directors named in the 
charter of said Hawkeye Life Insur- 
ance Company. 

“The authorized capital stock of 
said Hawkeye Life Insurance Com- 
pany shall be $200,000, divided into 
200,000 shares having a par value of 
$1 per share, of which 100,000 shares 
shall be fully paid up before begin- 
ning business. 

“It is agreed that this contract 
shall not be binding on the subscrib- 
er hereto until 100,000 shares of the 
capital stock shall have been sub- 
scribed, and the subscribers for the 
first 100,000 shares shall be known 
and hereinafter designated as the 
Syndicate 

“It is the desire and purpose of 
these subscribers to distribute all of 
the stock of the said company among 
the first 4,000 policyholders of said 
company in amounts of fifty shares 
to each policyholder and it is agreed 
that each of said policyholders shall 
be required to pay for said stock the 
sum of $100 ($50 the par value of the 
fifty shares and $50 surplus). Except 
that, for the purpose of organization, 
each director shall be permitted to 
purchase fifty shares and pay $100 
therefor, of which $50 shall be Capi- 
tal and $50 Surplus, The stock so 
sold shall not participate in the prof- 
its of the Syndicate and the Directors 
shall not be members thereof. 


“Immediately on completion of the 
sale of 2,000 of the Charter Member- 
ship Policies there shall be subscribed 
for by The Van Meter Company, Gen- 
eral Agents, and sold to them at par, 
the remaining 100,000 shares of stock 
which shall be paid for in blocks of 
20,000 shares each, as called for by 
the Board of Directors to provide 
stock as required for resale with this 
class of policies. This stock shall 
not participate in the profits of the 
Syndicate as provided for later in 
this contract. 

“The Van Meter Company shall de- 
posit with the Bankers Trust Com- 
pany, as Trustee, on the last day of 
each month, a sum equal to ten (10)- 
per cent of all the first year pre- 
miums on Charter Membership poli- 
cies issued during that month. This 
may be either in cash or first mort- 
gages on Iowa real estate accept- 
able to the Commissioner of Insur- 
ance of the State of Iowa. Interest 
on same shall be the property of The 
Van Meter Company. In event of the 
failure of The Van Meter Company 
to sell the first 2,000 policies of the 
Hawkeye Life Insurance Company, a 
sum so _ deposited, not exceeding 
Twenty-five Thousand Dollars, shall 
be considered liquidated damages and 
paid to the Syndicate of the Hawk- 
eye Life Insurance Company. Upon 
the completion of the sale of the first 
2,000 policies, the monies so deposit- 
ed shall be invested in the issue of 
the additional 100,000 shares, at par, 
of the Capital Stock of the Hawkeye 
Life Insurance Company, and said 
stock shall be the property of The 
Van Meter Company, subject to the 
conditions of this contract. 

“It is further agreed that the cer- 
tificates of stock, except that issued 
to the Directors, as mentioned above, 
shall be deposited with the Bankers 
Trust Company to be held by it and 





disposed of according to the terms of 
this agreement. 

“Each of the 4,000 Charter Member- 
ship policyholders shall apply for a 
$5,000 Graded Death Benefit Policy 
on the Twenty Payment Life plan 
which shall provide for the payment 
of $1,000 in the event of death of the 
insured during the first year it is in 
force; during the second year $3,000, 
and thereafter $5,000 in full liability 
thereon, and at the time of applying 
for said Policy and subscribing for 
said stock he shall sign and deliver 
a note and contract in tne following 
form, to-wit: 

$100.00 

Dated at 
For Value Received, I hereby prom- 
ise to pay to the 
BANKERS TRUST COMPANY, 
TRUSTEE, DES MOINES, IA., 
One Hundred Dollars . 
with interest at the rate of five 

(5) per cent per annum from date, 

in accordance with attached con- 

tract, which is made a part hereof. 

This note is non-negotiable and 

void if detached from contract. 


Contract for Stock 


“The attached note, which is a part 
hereof, is given in payment for fifty 
(50) shares of the capital stock ($1 
per share par value; $1 per share 
surplus) of the Hawkeye Life Insur- 
ance Company of Iowa. For the pur- 
pose of organization, the stock here- 
in contracted, has been paid for in 
full. Except the interest hereon, the 
proceeds of this note, over and above 
the amount actually paid therefor to 
the said Life Insurance Company for 
same, shall be paid by said Trustee 
to said Life Insurance Company. 

“I hereby authorize the Secretary of 
the Hawkeye Life Insurance Com- 
pany to pay such cash dividends as 
may be apportioned to my policy of 
$5,000 (application for which is this 
day made to said company) to the 
Bankers Trust Company, Trustee, 
and said stock shall be held by said 
Trustee as security for the payment 
of this note until said note with in- 
terest is paid in full, at which time 
said stock shall be delivered. The 
said note shall be cancelled and re- 
main in the permanent records of said 
company. 

“Any dividends that may be paid on 
the above-mentioned stock shall be 
applied on this obligation. 

“It is hereby agreed that this note 
is given and accepted with the under- 
standing that it is payable only in 
the manner stated above, and should 
the maker allow said policy to lapse 
before this obligation is paid in full, 
he shall not be entitled to any of 
said dividends, and this note shall be 
cancelled. 

“In event of the death of the maker 
of this note before it is paid in full, 
the beneficiary under the policy shall 
have the right to elect, at the time 
the proceeds of the policy is paid by 
the Hawkeye Life Insurance Com- 
pany, to pay the balance due on this 
contract and take the stock; and in 
the event the beneficiary does not so 
elect, the said beneficiary shall be en- 
titled to receive in cash the amount 
of dividends credited on this note. 
Witness: 

Address 


“The above stock is placed without 
compensation or profit, direct or indi- 
rect, to the Agent or any other 
person. 

“Until after the completion of the 
sale of the Charter Membership Poli- 
cies, no salary or compensation of 
any kind or character except regular 
commissions for the sale of life in- 
surance policies shall be paid by the 
company to any officer or director of 
the Hawkeye Life Insurance Com- 
pany; which company has been or- 
ganized without promotion expense. 

Hawkeye Life Insurance Company. 

“It is further agreed that no other 
form or kind of policy shall be 
written by the said company until all 

(Continued on next page) 





48 








HAWKEYE LIFE INS. CO.—Continued 


of the 4,000 policies of the kind here- 
in described shall have been issued. 


“The Secretary of the Hawkeye 

Life Insurance Company shall from 
time to time pay to the Bankers 
Trust Company, Trustee, such 
amounts as shall be apportioned in 
eash dividends on each policy which 
amounts shall be credited on the 
stock note and shall be applied: 
First, to the payment of interest and 
the balance credited on principal. 
When the monies so deposited shall 
amount to over $15,000 the Bankers 
Trust Company shall distribute same 
with the next quarterly payment of 
profits to the Syndicate; and when 
such payments shall total $150,000 
such distribution shall stop as re- 
gards Syndicate Stockholders; name- 
ly, $150,000, and no more shall be 
paid to the Syndicate from monies 
derived from the principal of the 4,- 
000 stock notes. And in like manner 
the Bankers Trust Company shall 
pay to the Van Meter Company 
monies aggregating $100,000, less 
$350, which shall have been paid by 
the directors for their stock. It is 
expressly understood and agreed 
that under no circumstances shall the 
members of the Syndicate or the Van 
Meter Company receive for their 
stock a sum in excess of that paid 
for same. 
“Immediately on return of the 
monies to the Syndicate, all benfits 
and profits accruing under this con- 
tract shall terminate, except as to 
the interests on stock notes. 


“The balance of all moneys re- 
ceived by said Trust Company under 
this contract, including the balance of 
money received in payment for said 
stock notes, and any and all money 
or property received by it in trust 
under this agreement, shall imme- 
diately be paid and delivered to said 
Hawkeye Life Insurance Company. 


‘It is further agreed and under- 
stood that all interest on the stock 
notes given by the _ policyholders 
shall be paid in cash by the Hawkeye 
Life Insurance Company to the Bank- 
ers Trust Company, and shall be the 
property of the Syndicate, and, to- 
gether with a sum equal to two and 
one-half per cent (2% per cent) of 
the first year’s premiums to be paid 
by the Van Meter Company from 
their commissions, as assigned on 
page four of this contract, shall be 
distributed quarterly to them, pro 
rata on the amount of stock held by 
each. 

“The Bankers Trust Company, as 
trustee, shall be permitted to makea 
charge for all expenses incurred in 
connection with this trust, and in ad- 
dition thereto they shall be allowed a 
reasonable fee for services as trustee, 
and such fee and expenses shall be 
borne by the Syndicate and may be 
deducted from remittances as they 
are made from time to time. 


“It is understood that any policy- 
holder who shall let his policy lapse 
before the dividends on his policy 
shall be sufficient to pay his stock 
note in full, forfeits thereby his right 
to receive any benefit from said divi- 
dends, and his stock note is to be 
cancelled by said Trust Company up- 
on notice from the Hawkeye Life In- 
surance Company. Said shares of 
stock set apart to such policyholder 
. Shall be sold to the said Trust Com- 

pany, as directed by the Board of Di- 
rectors of the Hawkeye Life Insur- 
ance Company, for not less than the 
amount due on said stock note and 
the money received therefor shall be- 
come a part of the funds of the 
Hawkeye Life Insurance Company to 
be accounted for by said Trust Com- 
pany. 

“It is further agreed that the 
said Life Insurance Company shall 
issue and deposit with the said Trust 
Company as herein provided, a cer- 
tificate for the number of shares paid 
for by each subscriber hereto, until 
the entire capital stock shall have 
been issued. 





“The subscriber hereto agrees to as- 
sign in blank such certificate or cer- 
tificates issued to him. As each of 
the $100 stock subscription notes is 
paid, said Trust Company, as trustee, 
shall cause to be issued to the maker 
of said note, a certificate for fifty 
(50) shares of the capital stock of 
said Hawkeye Life Insurance Com- 
pany and endorse such amount on the 
original certificate or certificates. 

“I hereby subscribe for 
( ) shares of said capital 
stock in accordance with the above 
agreement. 

“I hereby authorize and direct the 
Bankers Trust Company of Des 
Moines, Iowa, as trustee, to assign 
the shares of stock herein subscribed 
for and in my name, place and stead to 
sign my name, and do any and all other 
acts necessary to carry out such as- 
signment in accordance with this 
agreement. 

“IN WITNESS WHEREOF, We have 
hereunto set our hands on the day 
and year below stated. 


ated at... 


“For value received, we, The Van 
Meter Company, hereby sell, assign 
and transfer to the Bankers Trust 
Company of Des Moines, lowa, as 
trustee, for the use and benefit of the 
Syndicate stockholders of the Hawk- 
eye Life Insurance Company as 
shown by the books of the said com- 
pany, a sum equal to 2% per cent of 
the first year premiums on all poli- 
cies written by the Hawkeye Life 
Insurance Company until the money 
or securities furnished by the Syndi- 
eate stockholders shall have been re- 
turned to them; said sum is to be 
paid to said Trust Company in in- 
stallments four times each year, on 
the last days of June, September, De- 
cember and March, beginning on the 
last day of June, 1920. 

“The said Trust Company shall im- 
mediatély upon receipt of the said 
quarterly payments pay the same to 
the said stockholders in proportion 
to the number of shares of stock 
owned by them in the said Hawkeye 
Life Insurance Company, as shown 
by the original stock books of said 
Life Insurance Company. 

THE VAN METER CO. 

“The Bankers Trust Company here- 
by accepts and agrees to carry out 
and perform the provisions of the 
foregoing contract on its part. 

THE BANKERS TRUST CoO. 

“The Hawkeye Life Insurance Co. 
hereby accepts and agrees to carry 
out and perform the provisions of 
said contracts on its part. 

HAWKEYE LIFE INSURANCE CoO. 

Supplemental Agreement. 

“The undersigned hereby agrees 
that the $5,000 Charter Membership 
Policies to be written by the Hawk- 
eye Life Insurance Company shall pro- 
vide for $5,000 full liability from the 
date of issue in lieu of the Graded 
Death Benefit Policy as set forth in 
the original contract. 

“Upon the filing of this agreement 
with the Bankers Trust Company and 
the Hawkeye Life Insurance Com- 
pany, this agreement will become 
binding and become a part of the 
original subscription contract and 
agreement executed by said sub- 
scriber, all without prejudice to any 
of the other provisions, condition or 
term of the original contract. 

“Dated at i 


SUBSCRIBER. 

There are a few matters in connec- 
tion with this contract to which your 
examiners desire to call your special 
attention. It will be noted that the 
Syndicate stockholders are to retain 
their stock until the dividends credited 
to the policyholder purchasers amount 
to the full purchase price of $2 per 
share, plus interest thereon at the rate 
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of 5 per cent per annum, which will re. 
sult in these Syndicate stockholders 
having title to some stock after their 
investment therein has been returned 
them, and the actual owners of the 
stock will not have any voice in the 
management of the affairs of the com- 
pany until such time as the dividends 
credited upon their policies are suffi- 
cient to pay the additional 50 cents 
per share which they contribute to the 
surplus of the company. 


The Syndicate stockholders will be 
paid interest on stock notes even after 
their interest in the principal termi- 
nates, and in addition they are to re- 
ceive 2% per cent of the first year's 
premiums written by the Hawkeye Life 
Insurance Company until their stock 
has been retired. 

In a letter addressed to your examin- 
ers, the secretary of the company ad- 
vises: 

“There is no contract of any de- 
scription between the Hawkeye Life 
Insurance Company and W. W. Me- 
Bride, neither is there any contract 
between the Van Meter Company, 
general agents, and W. W. McBride. 
There is, however, an agreement be- 
tween the several members making 
the incorporation of the Van Meter 
Company, which constitutes its work- 
ing agreement, providing for the sal- 
aries of those active in the conduct 
of their business, a division of profits, 
should any accumulate, and provi- 
sion in case of the retirement of one 
or more members.” 

The company sells at the present 
time only one form of policy known as 
the Charter Membership Policy which 
is a 20-Pay. Life policy for a principal 
sum of $5,000.00. No one can purchase 
more than one Charter Membership 
policy. This is a participating policy 
containing the following clauses: 

“This policy shall participate from 
the date of issue in all profits accru- 
ing to policies of this class, which 
will be composed of savings in mor- 
tality, interest in excess of reserve 
requirements, profits from lapses and 
savings by economy of management. 

“Beginning at the end of the sec- 
ond policy year and each year there- 
after the Board of Directors shall 
annually ascertain the profits which 
have accrued to this policy and all 
such policies as a separate class. 
Payment of all dividends shall be 
conditioned upon the payment of the 
premium for the succeeding year. 
From the profits apportioned for the 
second policy year 60 per cent shall 
be paid as a cash dividend and 40 
per cent carried to the unassigned 
surplus of the Company; for the third 
year 70 per cent cash dividend, 30 per 
cent to surplus; for the fourth year 
80 per cent cash dividend, 20 per 
cent to surplus; for the fifth year 40 
per cent cash dividend, 10 per cent to 
surplus; after which time the full 
amount of the yearly profits shall be 
(1) paid in cash; (2) applied toward 
payment of premiums; or, (3) left to 
accumulate at 3 per cent interest 
compounded annually. If the insured 
does not elect any other option, the 
dividend will be paid in cash.” 

As was explained in the report of 
the preceding examination of this com- 
pany, the Van Meter Co. of Des Moines, 
Iowa, has an exclusive contract for 
the production of new insurance in the 
State of Iowa for a period of five years. 
This contract calls for first year com- 
mission of 85 per cent on some forms 
of policies graded down to 10 per cent 
on single premium life and endowment 
forms, and renewals for a maximum 
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of 19 years but in no case exceeding 
the premium paying period on the poli- 
cies. During the time that the Agency 
Co. is engaged in the sale of the 4,000 
charter Membershp Policies, the 
Agency Co. pays all officers’ salaries 
of the Hawkeye Life Insurance Co. 
The Insurance Co., however, pays all 
home office rent, inspection of risks, 
investigation of claims, medical ex- 
aminers’ and medical directors’ fees, 
clerical help, printing, advertising, 
postage, express, telephone, telegraph, 
office supplies, furniture and fixtures 
and repairs on same, taxes, licenses 
and fees, revenue stamps and premiums 
on surety company bonds for the use 
of both the Hawkeye Life Insurance 
Co. and the Van Meter Co. 

The Van Meter Co. is required to 
make cash settlements for the net on 
all first year’s premiums, the payment 
of which is guaranteed by a surety 
bond of $5,000.00 in the Iowa Bonding 
and Casualty Co. of Des Moines, Iowa. 
This bond was inspected by your ex- 
aminers and found to be regular. 

During the period of operation from 
June 17, 1920, up to March $1, 1921, 
the commissions and operating expens- 
es incurred amounted to approximately 
101 per cent of the first year’s premi- 
ums collected without taking into con- 
sideration the first year’s reserve on 
the policies in force or the death loss 
and the expenses incurred thereon. 


Management 


The management of the affairs of 
the company is directly in the hands of 
the stockholders composed at the pres- 
ent time with the exception of $350.00 
of capital stock owned by the directors, 
of the syndicate stockholders who hold 
their regular annual meeting on the 
third Tuesday of February each year 
for the purpose of transacting regular 
business and the election of the Board 
of Directors. 

At the meeting held February 15, 
1921, the following matters which your 
examiners deemed worthy of mention 
were acted upon: 

“Moved that Certificates of Deposit 
which came in on syndicate stock, 


be maintained in the same banks as 
far as possible. 

“Stockholders recommend to the 
Board of Directors that the contract 
with the policyholders be amended 
so that the credit upon stock notes 
may be applied upon the premium 
payment in event of failure to pay 
Premiums when due. All subscrip- 
tion contracts now on file to be so 
ame nded. 


“The Board of Directors authorized 
to change the renewal commission in 
the Van Meter contract so that no 
renewals will be paid for a longer 
term than 14 years.” 

The proposed change in this contract 
does hot appear upon therecord. There 
iS no record of the last two resolutions 
having been acted upon by the Board 
of Directors and your examiners were 
advised by the officers of the company 
that no action had been taken in either 
of these cases. 


Board of Directors 
The Board of Directors jis composed 
of seven members elected by the stock- 
holders at their annual meeting on the 
third Tuesday of February for a term 





of five years. The entire membership 
was elected at the February, 1921, 
meeting; one member being elected for 
a term of five years; one for a term of 
four years; one for a term of three 
years; two for a term of two years, 
and two for a term of one year. 

This board has authority over the 
management of the affairs of the com- 
pany, except in the case of matters 
designated to the stockholders by the 
Articles of Incorporation. Regular 
meetings are held at the company’s 
home office on the third Tuesday of 
February, May, August and November 
of each year. Special meetings are 
subject to call in the usual manner. 
Four members of the board of directors 
constitute a quorum for the transaction 
of business. 

Substitution of Assets. 


Your examiners discovered that the 
company has permitted certain of the 
syndicate stockholders to withdraw 
some of the assets originally delivered 
to the company for the payment of 
capital stock and surplus, and substi- 
tute other securities in their stead. 

In the case of Mr. S. E. Cobb, a mort- 
gage of $15,000 and a Certificate of 
Deposit in the sum of $1,150 was ex- 
changed for Liberty Bonds having a 
par value of $19,000 which were ac- 
cepted by the company for $16,150. In 
this case, your examiners found that 
at the time this substitution was made, 
the company gave Mr. Cobb their check 
for $495, which was the accrued inter- 
est at the time of the change on the 
$15,000 mortgage, but failed to collect 
the $168.25 accrued interest on Liberty 
Bonds which were returned Mr. Cobb. 
Up to the present time the company has 
not collected this accrued interest. 


Your examiners obtained from the 
President and Secretary of the company 
a sworn statement which reads in part, 


“and the said deponents further sev- 
erally say, according to the best of 
their respective knowledge, belief 
and information that there is no 
agreement, arrangement or under- 
standing either express or implied 
except as shown in the last para- 
graph, made or existing between the 
said Hawkeye Life Insurance Com- 
pany or its officers or either or any 
of them, and the said syndicate stock- 
holders, or any or either of them, or 
any other person or persons to the 
effect or import that the money or 
securities advanced or paid in by any 
of the said stockholders may be with- 
drawn at any time, whether replaced 
by additional securities or not. * * 
“It is understood, however, that 
there was a certain amount of syndi- 
cate stock of the Hawkeye Life In- 
surance Company paid in certain Lib- 
erty Bonds of the _ several issues 
which were accepted by the Hawkeye 
Life Insurance Company appraised 
by the Executive Council of Iowa, 
and are now carried by the Hawkeye 
Life Insurance Company at 85 per 
cent of their par value. It was un- 
derstood by these syndicate holders 
that at such time as a portion of the 
principal thereon is payable to them 
under the terms of the syndicate con- 
tract attached hereto that they may 
elect to accept bonds of the same is- 
sue as either originally paid in by 
the individual syndicate holder at the 
same rate at which they were paid 
im.” 
It will be noted from the above state- 
ment that the substitution of the secu- 


rities of the assets under discussion 





was not according to any agreement, 
nor were your examiners able to find 
any record of this transaction having 
been authorized by the Board of Di- 
rectors. 

Liabilities. 


“The net present value of all out- 
standing policies in force was calcu- 
lated by your examiners. All policies 
now in force are valued upon the 
American Experience Table of Mor- 
tality and 3 per cent interest, Prelim- 
inary Term. The capital stock was 
verified by checking the outstanding 
certificates to the stock ledger. The 
other liability items were ascertained 
by your examiners in the regular man- 
ner. 

General Remarks. 

The company, which is authorized to 
operate only in the State of Iowa, began 
writing insurance June 23, 1920, and 
had $4,155,000 of insurance in force on 
March 31, 1921. Only $5,000 policies 
without double indemnity or disability 
features are issued, the company 
ries its entire risk. 

The present officers are successful 
Des Moines business men and the first 
and second vice-presidents and the sec- 
retary are experienced insurance men. 

The report is signed by C. E. Dailey, 
who was assisted by A. T. Lehman. 


car- 


KANSAS CITY LIFE INSURANCE CO., 
KANSAS CITY, MO. 

Report of Examination Reviewed. 

This company was examined by the 
Insurance Departments of Missouri and 
Colorado as of December 31, 1920. The 
report of examination dated April 15, 
1921, was signed by J. C. Harvey, Ex- 
aminer for the Missouri Insurance De- 
partment, and J. D. Hering, Examiner 
for the Colorado Insurance Department. 

Comments of Examiners. 
Real Estate. 


The amount of real estate carried by 
the company has been considerably re- 
duced by sales during the past year, and 
the values behind that now held are 
such as to lead the company to expect 
eventually to dispose of the majority of 
same without much loss. 

Mortgage Loans. 

The documents in the case of mort- 
gage loans are carefully examined by a 
representative of the Missouri Insur- 
ance Department before being accepted 
as a deposit by the department. The 
papers in connection with loans still in 
the hands of the company were scrutin- 
ized and essential papers or valuations 
were obtained when necessary during 
the course of the examination. The 
amount of loans on deposit December 
31 was $11,485,090.49, and those not on 
deposit amounted to $518,470.50. With 
few exceptions the valuation of the se- 
curity behind the loans is far in excess 
of statutory requirements. There are 
several small loans that are past due, 
but on which the interest is being paid 
promptly. , 

In checking the mortgage loans it 
was found that in some instances loans 
had been purchased from investment 

(Continued on next page) 
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KANSAS CITY LIFE INSURANCE 
COMPAN Y—Continued. 
companies in which directors and mem- 
bers of the executive committe of the 
life insurance company were interested. 
However, in each case the loan appears 
to be amply protected by the security 

behind it. 

Item 35: The annual dividends fall- 
ing due during the first six months are 
carried as a liability. No errors were 
discovered. 

Item 36: Covers deferred dividends 
falling due during the year 1921. 

Item 37: The company carries as a 
reserve for future deferred dividends a 
fund made up of an assumed annual 
apportionment to each policy of 12% 
per cent of the cost of insurance and % 
per cent on the reserve. The amounts 
so apportioned are carried forward and 
given the benefit of survivorship and 
3% per cent interest. An entirely dif- 
ferent method than the above is used 
when the dividend period is completed 
and the dividend is calculated. 

Item 39: The reserve set aside by the 
company under special contracts is the 
aggregate of amounts apportioned to 
shareholders, and payable during the 
first half of 1921. Payments made un- 
der such contract are regarded by the 
company as voluntary on its part. 

General, 

To properly care for its rapidly in- 
creasing business the company should 
improve its accounting system as soon 
as possible. 

The use of a voucher check is recom- 
mended, and that all authority for jour- 
nal entries be signed by an officer of 
the company before being posted to the 
ledgers. 

Investment expense account, shown 
in the receipts as $56,935.75, Item 37, 
Was the amount received as bonuses on 
mortgage loans, in some cases the 
company charging as high as 4% per 
cent of the face of the loan, less some 
expense items covering inspection fees, 
salaries, etc., incidental to making 
said loans. 

The agency contracts were examined, 
and no unusually high first year com- 
mission allowances were found. In one 
instance a 10 per cent additional com- 
mission was allowed in lieu of office 
expenses and allowances. 

The renewal commissions were found 
to be quite reasonable. 

The company follows the practice of 
charging nets to agents as soon as poli- 
cies are issued and regards such busi- 
ness as “paid for” in its annual state- 
ment. That is giving a broad and safe 
interpretation to the expression “paid- 
for.” As agents’ balances must be de- 
ducted under assets not admitted, the 
company loses in surplus to the extent 
of the reserve on policies on which the 
nets were included in such deduction. 
It is fair to say that if the company 
had regarded as “paid-for’ only those 
policies on which it had actually re- 
ceived the premium at the home office 
and those charged to agents as per the 
limit for settlement usually prescribed 
in agents’ contracts, a practice some- 
times followed, the surplus would have 
been larger by approximately $15,000. 





In the absence of abnormal conditions 
we believe the company will show a 
substantial increase in surplus of the 
end of 1921. 


MOUNTAIN STATES LIFE INS. 
DENVER, COL. 
Wins Case. 


On June 2, 1921, Commissioner of 
Insurance Wilson issued Order No. 90, 
reading as follows: 


Order No. 90. 


STATE OF COLORADO - 
INSURANCE DEPARTMENT : 


“The organization, assets and methods of 
THE MOUNTAIN States Lire INSURANCE CoM- 
PANY having been duly investigated and thor- 
oughly examirf@d by the Insurance Depart- 
ment of the State of Colorado, and said com- 
pany having been heretofore, on the second 
day of May, 1921, by Department Order No. 
86, cited to appear before this Department 
on the eighteenth day of May, 1921, to show 
cause, if any it- might have, why its certifi- 
cate of authority should not be revoked upon 
the grounds specified in said Order, and hav- 
ing been granted a hearing on said eighteenth 
day of May, 1921, at which time the said 
company appeared by counsel, which hearing 
was by Department Order No. 87 duly con- 
tinued until the first day of June, 1921, at 
which latter hearing the said company likewise 
appeared and was heard, and said company 
having made no satisfactory defense to said 
charges, and in particular having failed to 
comply with the request of the Commissioner 
made on May 20, 1921, that it furnish on the 
official statement blank supplied by the De- 
partment a sworn statement showing its finan- 


co., 


cial condition, and the. Commissioner of In- 
surance having found that certain of said 
charges are true, and believing that such 


action by the Department is necessary for the 
protection of the policyholders of said com- 
pany and the insuring public, the certificate 
of authority of the said The Mountain States 
Life Insurance Company is hereby revoked 
and said company ordered to desist forthwith 
from soliciting, accepting or writing life in 
surance business in the State of Colorado, 
upon the following grounds, to-wit: 

“1. That said company is in an unsound 
condition and has failed to comply with the 
law and the provisions of its charter, and 
that its condition is and its methods are such 
as to render its operations hazardous to the 
public and to its policyholders. 

“2. That said company has accepted appli- 
cations for insurance from persons not au- 
thorized as brokers, agents or solicitors of in- 
surance and has been guilty of participation 
in the acts of such persons in so soliciting in- 
surance without authority so to do. 

“3. That said company by its officers, direc- 
tors and agents has issued and circulated and 
caused and permitted to be issued and cir- 
culdted estimates, illustrations and statements 
misrepresenting the benefits and advantages 
promised by policies issued by it and the divi- 
dends and shares of surplus to be received 
thereon. 

“4. That said company and its agents have 
given sold and offered to give or sell as in- 
ducements to insurance and in connection 
therewith, capital stock of an insurance com- 
pany, to-wit, of The Mountain States Life 
Insurance Company, promising returns and 
profits not specified in the poiicy contracts of 
insurance. 

“5. That said company has invested a large 
portion of its capital, surplus and funds ac- 
cumulated in the course of its business in 
securities in which it is not permitted by law 
to invest such funds. 

“6. That the actual assets of said company, 
exclusive of its capital, are less than its lia- 
bilities, that its capital has been impaired and 
said company is insolvent. 

“7, That said company was organized and 
is conducting its business in violation of sec- 
tions 13, 21, 25, 26, 30, 32, 54, 55 and 56 
of the Insurance Code of the State of Colorado. 

“Given under my hand and seal this second 
day of June, A. D. 1921.” 


We did nut publish the above for the reason 
that the Colorado Code provides among other 
things that if a company’s license be revoked, 
that the company has the right within fifteen 
days to appeal to the District Court, and 
among other things the Statute also says, 
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“provided further that during the period ql. 
lowed for taking such appeal, the publicity of 
notice of the revocation shall not be made.” 

The company — from the Commis. 
sioner’s Order Number 90 on June 7 and the 
case was set for July 11. 


In announcing the results of this legal a¢. 
tion Mr. Fairchild, president of The Mountain 
States Life, states: 

“We enclose herewith copy of the findings of 
District Judge, Francis E. Bouck, in the cage 
of the appeal of this Company from Order No, 
90 issued by Earl Wilson, Commissioner of 
Insurance of the State of Colorado, with 
which order you are doubtless familiar. 

“We have consistently refused to be quoted 
as to our views on the Commissioner's atti. 
tude, and are now of the opinion these find. 
ings are sufficient to give you the facts. 

“In view of the adverse publicity we have 





been compelled to withstand we shall appre 
ciate it if you will give the enclosed proper 
recognition in your journal.” 


STATE OF COLORADO ee 
CITY and COUNTY OF DENVER Jj “™ 
In the District Court 
No. 75,808. 

In the Matter of the Appeal of The Mountain 
States Life Insurance Company from an 
Order Revoking the Certificate of Authority 
of Said Company to do Business in the 
State of Colorado, Made by Eari Wilson, 
Commissioner of Insurance of Said State 
“Now on this 27th day of July, A. D. 1921 

this matter having been submitted to Court 

upon the evidence introduced both oral and 
documentary and the argument of counse 
and the Court now being fully advised in the 
premises, doth find the issue herein made in 
favor of the appellant, The Mountain States 

Life Insurance Company, and the Court fur- 

ther specifically finds: 

“1. The insolvency of the appellant, The 
Mountain States Life Insurance Company has 
not been estab ished by the evidence not tak- 
ing into account any non-admitted assets. or 
the securities to which the Commissioner of 
Insurance objected, referred to in this 
ceeding as the “Colonial Bonds,” 
evidence 


pro- 
and the 


clearly and affirmatively shows the 
Company to be entirely solvent and that its 
capital has not been impaired. 


rr) 


. The appellant, The Mountain States Life 
Insurance Company, is not in an unsound 
condition and the methods of said Company 
are not unsound, nor such as to render its 
operations hazardous to the public or its pol- 
icyholders. 

“3. The appellant, The Mountain States Life 
Insurance Company, has at all times studious- 
ly endeavored to comply and has fully com- 
plied with the law, and has at all times faith- 
fully endeavored to meet the wishes and direc- 
tions of the Commissioner of Insurance as to 
all business policy and management. 

“4. The Mountain States Life Insurance 
Company is not offering any improper induce- 
ments to policyholders, contrary to the In- 
surance Code; and at the suggestion of the 
Commissioner of Insurance ail such matters 
of detail, plan or procedure as seemed to him 
to be objectionable or open to criticism on the 
ground of being improper inducements to 
prospective policyholders or otherwise, were 
in good faith discarded and abandoned by the 
appellant before the filing of the charges up- 
on which this proceeding is had. 

“5. Upon the facts disclosed by the evidence 
and the law applicable thereto, no reason ex 
ists why the appellant should not be permitted 
to do business as a Life Insurance Company 
in the State of Co'orado. 

“And upon the finding made, it is this 27th 
day of July, A. D. 1921, considered, ordered 
and adjudged by the Court that the order of 
the Commissioner of Insurance of the State 
of Colorado, Number 90, issued by him on 
June 2, 1921, revoking the certificate of au- 
thority of The Mountain States Life Insurance 
Company to do business in the State of Colo- 
rado issued March Ist, 1921, be and the same 
is hereby reversed and revoked. 


“(Signed) FRANCIS E. BOUCK, 
“Judge.” 


“BY THE COURT: 

The opinion in Denver, as ascertained 
by our investigation, may be sum- 
marized briefly as follows: 

There were no life insurance issues 
involved in the recent court decision at 
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penver when the Mountain States Life 
won back its license in Colorado. The 
court threw out all matters pertaining 
to the question of stock with insurance 
and thé so-called irregularities that 
existed in the papers when the com- 
pany first was licensed. 


Attorneys for both sides injected evi- 


‘dence and arguments on all of the in- 


surance features, despite the early in- 
timation of the court that they would 
be disregarded, first, because the com- 
pany had in effect been legalized as to 
its formation by the later licensing of 
it (March 18, 1921) by Commissioner 
Wilson, and that it no longer followed 
its original plan of selling stock as an 
inducement to life insurance. 

The court showed its sympathies, in 
the opinion of Denver life men, in the 
only one vital thing involved—that of 
the question of stock as an inducement 
to the taking out of life insurance by 
reading a few paragraphs from the re- 
cent Utah Supreme Court decision, 
which declared such practice to be un- 
ethical and illegal. However, the court 
ruled at Denver that it was not an is- 
sue in this case. Owing to the fact 
that this company was compelled under 
pressure from life men to abandon. its 
original stock selling scheme, the re- 
sult of this court action is not vital, 
merely a rescinding of the commission- 
er’'s order cancelling the license. The 
company must now go ahead under 
strict supervision to operate as other 
companies do, the stock selling end of 
its affairs being subject to rigid 
scrutiny to see that the two deals do 
not go together as an influence on the 
prospect’s mind respecting his taking 
out the insurance. 


NORTHERN ASSURANCE 
DETROIT, MICH. 

Name Changed to American Life. 
On July 6, at a meeting of the stock- 


COMPANY, 


holders of the Northern Assurance 
Company, in Detroit, Michigan, the 
treaty of reinsurance between the 


American Life Insurance Company, of 
Des Moines, Iowa, and the Northern 
Assurance Company, for the consolida- 
tion of these two enterprises, was un- 
animously ratified. The votes present 
and represented exceeded 1,800 of the 


2,000 outstanding shares. 
By the same vote, a resolution was 
ratified amending the articles of in- 


corporation of the Northern Assurance 
Company so as to change the name to 
American Life Insurance Company, 
Detroit, Michigan. 

The merger is effective as of July 30, 
1921, and the change in the title of the 
Northern becomes operative as of Aug- 
ust 1, 1921. We published the details of 
the consolidation of these companies in 
our June, 1921, issue, page 8. 





STATE LIFE INSURANCE CO, 
DES MOINES, IOWA. 


Report of Examination Reviewed. 


This company was recently examined 
by the Insurance Departments of Iowa 
and Minnesota as of April 30, 1921. The 
report of the examiners, dated June 6, 
shows its financial condition on April 
30 to be in brief as follows: 


Admitted assets ............. $863,433 
a ee er er ie 65,336 
SE” va 63.6000 8h 600 names’ 672,700 
PEE na cceccceerresecesusns 107,661 


* The capital was increased $11,800 since 
1920, and surplus amounting to $5,025 was 
contribeted in connection therewith. 

The previous examination (made by 
the Insurance Department of Iowa as 
of September 30, 1920) was reviewed in 
our February, 1921, issue. 


Extracts. 


Examiner’s Comments. 


As was explained in the reports of 
the previous examinations of this com- 
pany at the time the company made its 
application for license, a considerable 
amount of the capital subscribed had 
only been partially paid, and a trustee 
was appointed to care for the unpaid 
subscriptions. This arrangement has 
continued up to the present time, and 
the assistant treasurer, Deborah Cos- 
tello, is now acting in this capacity. 

When a stock subscription becomes 
fully paid, the par value of the stock, 
plus the net contribution to the sur- 
plus, is turned over to the company 
and a stock certificate is issued. Due 
to this method of handling the partial 
paid subscriptions, no record of capital 
stock appears upon the company’s gen- 
eral books until complete payment has 
been received and the stock certificate 
has been issued and delivered. 


Policy Forms. 


The company writes only non-par- 
ticipating insurance. All of its policy 
forms have been approved by the In- 
surance Department of Iowa, and con- 
tain the usual provisions. The net pre- 
miums have been scientifically calcu- 
lated. The cash and loan values are 
liberal. 

Ledger Assets. 

The company owns $598,128 of first 
mortgage loans, principally upon farm 
lands located in the states of Iowa and 
Minnesota. These loans bear interest 
rates of from 5 to 6% per cent; the 
prevailing rate being 5% per cent. A 
great many of these loans were re- 
ceived in exchange for stock notes at 
their face value, which the company 
explains is the cause of the low in- 
terest earnings. It was noted that the 
loans made during the past six months 





are principally 6 per cent interest loans, 
and in numerous instances were dis- 
counted at the time of purchase so as 
to net the company an interest rate in 
excess of 6 per cent. 


General Remarks. 


The company now has $5,120,000 of 
insurance in force, of which $962,160 is 
reinsured. 

The mortality experienced would in- 
dicate that care has been exercised by 
the company in their selection of risks, 
The company has many large policies 
in force, but its maximum retention on 
any life is now $5,000. All excess in- 
surance, either life or accident, is rein- 
ness in Iowa. Impaired risks or risks 
sured in companies licensed to do busi- 
not strictly standard are reinsured in 
their totality. 


Approximately 80 per cent of the in- 
surance in force is on the 20-Pay Life 
Coupon form of policy. The coupons 
begin with the second premium, and 
increase annually through the twenty 
years. This is called the Founder's 
policy, and carried double indemnity, 
total disability and waiver of premium 
provisions as part of its contract. 


The report of the previous examina- 
tion contained numerous criticisms, 
principally concerning transactions oc- 
curing in the company’s early history. 
It is noted that the practices to which 
the examiners took exception at that 
time have all been discontinued, and 
that the officers of the company are 
apparently endeavoring to conduct the 
affairs of the cornpany along practical 
and conservative insurance lines. 


The officers and directors of the com- 
pany are all successful and influential 
business men, and several of them are 
experienced insurance officials who evi- 
dently intend to build a large and suc- 
cessful life insurance company. 


The company’s statement, as filed for 


the year ending December 31, 1920, 
shows: 

AGDAIGCOER BOBO. 24.0 vce cccccces $789,633 
ONT (os. bn ales eberc nt eee 52,975 
Eee ee tee eee 660,900 
SURGES. oe ies Ceeeevewvees 56,352 


The net surplus (excluding the $11,- 
800 contributed since January 1),gained 
since the first of the year is $39,509. 


Absorbs Surety Fund Life. 


Under a merger agreement effective 
as of April 30, 1921 (but subsequent to 
the examination herein reviewed) this 
company took over the business of the 
Surety Fund Life Company of Min- 
neapolis, Minn. The total of the out- 
standing insurance involved was $14,- 
839,000, and the admitted assets 
amounted to $1,100,110. 
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